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SWEDEN AND THE RUSSO-FINNISH WAR 


1. RELATIONS WITH OTHER SCANDINAVIAN STATES 


THERE is no alliance or other arrangement for mutual defence 
between the Scandinavian group of States (to which Finland has 
been attached since 1924), although there has long existed close 
co-operation in general economic policy and a common outlook on 
foreign policy. Differences between Norway and Denmark over 
Greenland and ,the Faroe Islands, and between Sweden and Fin- 
land over the Aland Islands? were amicably settled in the early 
‘twenties, and the friendly feeling between the countries received 
a firm basis in a series of conventions for compulsory arbitration in 
case of disputes arising among themselves, concluded in 1925 and 
1926.* Though the four Scandinavian States follow certain common 
principles of policy, it must be remembered that two of them, 
Sweden and Finland, have preoccupations with purely Baltic 
matters and with Russia which do not affect the other two in the 
same way. Geographically Sweden is a Baltic Power. Solidarity 
was enhanced by the meeting at Oslo on Dec. 18-22, 1930, of 
delegates of the three principal Scandinavian Powers and of 
Holland and Belgium to frame a common economic policy. The 
Convention adopted encountered protests from some quarters 
that it infringed the most-favoured-nation clause, and some modi- 
fication was necessary. The present commercial policy of the Oslo 
Group, who continued their conversations from time to time, is 
based on an arrangement concluded on May 28, 1937, to prevent 
the raising of any existing trade barriers among themselves and 
to encourage the exchange of goods generally; the Convention 
pledged them to common action for the expansion of economic 
exchanges in general. 


1See Bulletin, Oct. 21, p. 12. 
2 For particulars, see Survey of International Affairs, 1925, Part ii, p. 223. 
Oxford University Press. 












2. NEUTRALITY 


On the outbreak of war the Governments of Denmark, Fin- 
land, Norway, and Sweden issued simultaneously (Sept. 2) 
declarations of absolute neutrality. More than a year before, on 
May 27, 1938, they had agreed among themselves a declaration 
affirming the desirability that the rules adopted by each country 
to govern their relations to belligerents should be similar. 

Sweden successfully defended her neutrality in the last war, and 
the nation was at one with its leaders in determining to maintain 
it during the present conflict. The Scandinavian countries have 
been ardent adherents of the League of Nations, where they have 
usually displayed a common front and have sometimes employed 
a common spokesman, and they supported efforts to obtain general 
collective security. But though they worked for universal security, 
they were not blind to the implications of failing to achieve it. 
Swedish policy on neutrality—an active, not merely a passive 
attitude—was expounded in a speech made by M. Sandler, then 
Foreign Minister, on May 3, 1935. He said: 


“To the countries which took part in the Great War, it seems 
evident that security is based either on the arms which each country 
possesses or on the common organization of peace. A country like 
mine does not forget that her security in the past rested on armed 
neutrality. Public opinion in such a country would be willing to 
admit that security would be even better assured if it were based 
on a general and effective solidarity. In present conditions, however, 
the most elementary prudence demands that the Government re- 
sponsible should reserve for itself, should the occasion occur, the 
right to choose the path of neutrality.’ 


In accordance with this policy of being prepared, in the last 
resort, to defend neutrality by force, Swedish defences were re- 
examined by a Commission in 1930, and in 1936 a thorough re- 
organization of the system was undertaken. On Sept. 2 last the 
Government announced that defence preparations had been 
strengthened, that thousands of men would be called up for service, 
and that a special session of the Riksdag would be held to consider 
the situation. On Sept. 12 the Prime Minister assured the Riksdag 
that assurances had been received from the belligerents that 
Swedish neutrality would be respected. 

Meanwhile, a common policy among the Scandinavian States 
began to take shape. Consultations between the Premiers and 
Foreign Ministers took place at Copenhagen on Sept. 19. Political 
neutrality was reaffirmed and the intention to maintain, as far as 
possible, normal trade with the belligerents.* It is understood that 
the three principal countries had already made considerable pur- 


1 Documents on International Affairs, 1935, vol. i, pp. 158-9. Oxford University 
Press. 


* See the Bulletin of Oct. 7, 1939, p. 40. 
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chases in the year September 1938 to 1939. Norway and Sweden 
had accumulated foodstuffs, textiles, and grain; Norway, petrol; 
Denmark coal and fertilizers; and Finland various raw materials. 

A second conference, this time of rulers, with their Foreign 
Ministers, took place at Stockholm on Oct. 18. The communiqué 
issued on the 19th did little more than repeat previous declarations, 
but it appears that Finland was advised to go as far as she could in 
conciliating Russia, though she was not pressed to conclude a pact 
on the lines of those agreed by Latvia, Estonia, and Lithuania.' 
The Swedish Government’s attitude was that Finland could not 
expect the assistance of Swedish troops. Sweden must not intervene 
in any way which might bring disaster on herself without yielding 
efficient help to Finland. 


3. TERRITORIAL SECURITY 


Sweden naturally watched with anxiety the Russian penetration 
in the Baltic and the establishment of Russian air bases on the 
islands of Dagé and Oesel and of naval bases at Libau and other 
Baltic ports.* Dag is less than 150 miles from Stockholm, and 
bombing could be carried out with practically no time for warn- 
ing. A still more direct threat to Swedish security was involved in 
the Russian invasion of Finland and the possible advance of Russia 
within striking distance of the northern iron fields. 

In the pronouncement in 1935 on Swedish foreign policy by M. 
Sandler already cited he denied that there was any absolute con- 
tradiction between a policy of solidarity and a policy of neutrality. 
Reconciliation between the two has become to-day the pressing 
and apparently almost insoluble question for Sweden. Among the 
Swedish people themselves passionate sympathy for a sister 
nation was universal, and found expression in the enrolment of 
volunteers for service in Finland and in extensive offers of 
humanitarian help.* The Swedish Government, however strongly 
they shared this attitude, were bound to consider whether they 
could give effective help without incurring the danger of a breach 
not only with Russia, but with Germany, and whether this risk 
could be taken in view of the geographical and military position. 
In view of this it was decided to widen the basis of the Swedish 
Government, dominated by the Socialist-Agrarian Coalition, and 
make it more definitely a Government of national unity. The 
Prime Minister, M. Hansson, remained. M. Sandler, the Foreign 
Minister, who had in fact resigned rather earlier, was replaced 
by M. Giinther, the Minister at Oslo. It was firmly denied that M. 
Sandler’s resignation was due to the violent attacks made on him 
by the German controlled press, and M. Sandler himself said that 

(continued on page 8) 


' See a dispatch by Jules Sauerwern to the New York Times, Oct. 20, 1939. 
* See Bulletin of Nov. 18, 1939, p. 9, for concessions made by Baltic States 
* For particulars of the help given see the Chronology, p. 23 below. 
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COMMUNICATIONS WITH FINLAND 
IT will be seen from this map that the main communications between 
Sweden and Finland are: 

1. The railway round the north of the Gulf of Bothnia, connecting, 
via a branch line to Rovaniemi, with the “Arctic Highway’’, a motor 
road to Petsamo, and, through Oulu, with the rest of the Finnish 
railway system. 

2. Sea routes from Stockholm to Turku and Hangé, and routes 
across the Gulf of Bothnia from Sundsvall, Hirndsand, and Umeda to 
Vaasa, and from Lulea to Oulu. These routes are now, partially at 
least, protected against attack from the south; the territorial waters 
between the mainland and the Aland Islands have been mined, and 
ships bound to and from Bothnian ports have been warned to use the 
off-shore of the archipelago. Lulea is generally closed by ice from 
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early November to May or June, Umea from the middle or end of 
November to mid-May, Harnésand and Sundsvall from about the New 
Year to late in April, and Gavle from late December or mid-January 
to mid-April or May. 

COMMUNICATIONS WITH THE ALLIES 


The Swedish port normally most used for North Sea and Atlantic 
trade is Géteborg, on the narrow waters facing Denmark, which are 
easily threatened by German naval action. The Géta canal, which 
leads from Goteborg via the great lakes to Séderképing on the Baltic, 
takes vessels of not more than 10 feet draught. A canal is to be 
constructed across the Falsterbo peninsula, thus avoiding the shallow 
territorial waters round the peninsula, because German minefields 
come right up to the territorial limit. The outlet to the Baltic through 
The Sound has thus been rendered extremely difficult of navigation 
for vessels of any but shallow draught. 

Since the German and Russian Fleets could prevent any aid to 
Finland or Sweden from passing through the southern Baltic, it is 
important to note how Swedish routes link up with the ports on the 
Atlantic. In view of the danger of German interference in the Baltic, 
and even with trade going in and out of Géteborg, the suggestion has 
been made to stop exports and imports via Swedish ports, and use 
Norwegian ports instead, and for the rapid electrification of the railways 
into Norway with that aim in view. The lines available are : 

1. A line from Malmé and Géteborg to Oslo, electrified up to a little north 
of Géteborg. 

2. A line from Stockholm, Gavle, and the important central ironfield to Oslo, 
electrified almost to the Norwegian frontier. Both these lines are connected by 
the Norwegian system to Bergen, Kors, and Trondheim. 

3. A line from Gavle via stersund to Trondheim, electrified as far as Oster- 
sund. 

4. The important electrified line from Lulea via Boden, Gavillare, and Kiruna 
to Narvik. 

All the Norwegian ports referred to are free from ice all the year, as are Stock- 
holm, and, usually, Géteborg and Malmé. 


THE IRON ORE DEPOSITS 


Most of the exported ore (and Sweden is the largest exporter in the 
world) comes from the Gidllivare-Kiruna district in the north, where 
reserves are estimated at 1,750 million tons. This is rich ore (65 per 
cent iron), but has a high phosphorus content, and is consequently 
suitable for the German basic Bessemer steel works. Three quarters 
of it is normally shipped from Narvik, since Lulea is closed by ice for 
about half the year. Last year Germany and territories now under 
German control took 69 per cent of Swedish ore exports, but it is 
estimated that part of this supply may be cut off by the British control 
of the sea route from Narvik. At present German ships carrying ore 
hug the rocky and dangerous coastline for the sake of the protection 
afforded by territorial waters. 

The Central Swedish deposits, are mainly in the Grangesberg district. 
The iron content is 52-55 per cent, but there is remarkably little phos- 
phorus, sulphur, or copper in them, so that they are mostly used in 
the Swedish high-grade steel industry, though about 1,380,000 tons 
of ore (less than 10 per cent of Sweden’s total ore exports) were last 
year exported through Oxelésund, south of Stockholm. 
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his resignation was connected with a difference over earlier pro- 
posals for collaboration with Finland in the fortification of the 
Southern Aland Islands. 

The guiding principle of the new Government was declared to 
be the “will to independence and neutrality”, accompanied by a 
policy of co-operation “with other neutral States which are free of 
alliances’. The Government put no obstacles in the way of volun- 
teers going to Finland, though for some time no reference to the 
movement appeared in the press, and the first large contingent left 
Stockholm on Dec. 21. The situation had become more difficult 
after the decisions taken by the Assembly and the Council at 
Geneva on assistance to Finland by League Members. The dele- 
gates of Sweden (acting also for Denmark and Norway) had 
abstained from voting. 


4. ECONOMIC NEUTRALITY 


A meeting of legal and economic representatives of the Oslo 
Group at Brussels in September was followed by another meeting 
held at Copenhagen on Nov. 6 to 9 to discuss technical questions 
connected with neutrality. As a basis for discussion they used 
the rules adopted by the Scandinavian States in May 1938. At 
the meeting of the Ministers in Copenhagen in September it had 
been agreed that some modification in existing trade agreements 
was necessary, and Anglo-Swedish conversations began in October. 
Swedish-German negotiations began in Stockholm on Nov. 2, but 
in the middle of the month they were adjourned, though the ad- 
journment was only temporary, and agreement was reached before 
Christmas. 

Sweden’s position is extremely difficult. Cargoes for Swedish 
ports from overseas are liable to overhaul by the British Contra- 
band control. Germany blocks, as far as she can, Swedish export 
of wood products to England and the import of British coal. 
While trade negotiations were still proceeding between Germany 
and Sweden, German mines were sown within Swedish territorial 
waters (as defined by Sweden) on the southern coast. The 
uncertainties of Baltic traffic have even led to the suggestion in 
shipping circles that Swedish commerce should use Norwegian 
ports. 

In the first month of the war the Government, on Sept. 10, for- 
bade the export of the ordinary export staples of the country 
except by licence. The licensing system established was intended 
to secure that exports of any commodity to any of the belligerents 
should be in the pre-war proportion; it aiso gave Sweden the 
opportunity of preventing the export of goods now required for the 
home market. Further control was foreseen by a War Resources 
Bill (Sept. 18) prohibiting individuals from incurring obligations 
to foreign Powers, thus ensuring State control over trade, and 
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especially of goods in transit. The sale of iron ore, temporarily 
stopped, was resumed in the beginning of October. 

About 65 per cent of both export and import trade is with the 
three principal belligerents, and it is this which makes the main- 
tenance of neutrality so difficult. 


5. NATIONAL DEFENCE 


The defence of northern Sweden up to the Finnish frontier is 
based on the Boden system of fortifications, protecting the iron 
mines and the railway communications. Harnésand is protected 
by coastal batteries. Stockholm is itself a fortified town and a 
naval base. Its first line of defence from the sea should be the 
Aland Islands, which, however, are Finnish territory demili- 
tarized by international agreement; and the island of Gottland, 
which has defences and a large air-base. The southern coast as 
far as The Sound is protected by the fortress of Karlskrona. Géte- 
borg is protected by coastal batteries. A serious preoccupation in 
the defence of southern Sweden is the fear of an invasion of Den- 
mark by Germany. 

For some years Sweden delayed any increase in armaments in 
the hope that the general disarmament proposals of the League of 
Nations would be carried into effect, and it was only when faced 
with the fact of German rearmament that the Government 
reluctantly adopted a different policy. The Commission on 
National Defence in 1930 recommended an expenditure of 148 
million kronor (about £7,675,000) on national defence. In 1936 the 
Government carried in the Riksdag proposals for the reinforce- 
ment and modernization of all branches of the services. A Defence 
Staff for the three Services, Army, Navy, and Air Force was estab- 
lished. A National Commission for Economic Preparedness in 
war was also set up. 

On Oct. 9, 1939, in view of the tense situation in the Baltic, the 
Government announced that men who would normally be leaving 
the Army on Oct. 15 after six months’ training, must remain with 
the colours. With the reserves called up in December and the new 
contingent, the Army has been put on a partial war basis. The 
northern military command, including the fortress of Boden which 
protects the iron fields, was increased. Partial mobilization was 


1 Recruiting for the Army is on a basis of cadres (about 19,000 men) and con- 
scription, the annual contingent being calculated at 53,000, of whom 41,000 are 
put into training. The personnel of the Navy is a long service force of about 5,000 
men and an annual conscript contingent of about 5,000. The Fleet includes 
2 cruisers, one modern, 8 coast defence ships (3 built since 1914), 14 destroyers 
and some light craft. There are a number of older ships which may be com- 
missioned. The Air Force included in 1938 one medium and one light bombing 
wing, one Army and one Navy flying wing. Three more wings—2 bombing and 
1 chaser—were in process of formation. The personnel included a permanent 
force of 1,445 officers and men and an annual contingent of 2,370 conscripts. 
(See the Sweden Year Book, 1938, pp. 37-9.) 
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costing the country about 14 million kronor a day towards the 
end of October. 

The defence Estimates, already raised last spring, were increased 
by a supplementary Estimate of 330 million kronor in September to 
cover requirements until the end of January. In 1938 the number 
of aeroplanes was 340 in the Swedish Air Force. It was stated: 
that the Swedish Mission in New York was arranging for the pur- 
chase of 100 bombing and pursuit ’planes in the United States. 
The State Department had recently granted export licences for 
15 Seversky aeroplanes. Naval building plans include several 
mine-sweepers and the replacement of two old armoured coast 
defence ships by new ones. Although the programme includes 
large warships, efforts are at present being concentrated on 
smaller craft, which can be relatively quickly completed. 

Finally, on Dec. 11, command of the Army, Navy, and Air 
Force was unified, General Thoernell being appointed Commander 
in Chief of Swedish Defences. 


6. THE Economic SITUATION 


Sweden has a relatively small population (6,284,722 at the end 
of 1937) and this, though it is still increasing, is practically certain 
to decline at no distant date, the net reproduction rate (0.76 in 
1936) being one of the lowest in Europe. It is, however, a fairly 
wealthy country. Real income per head over the last decade, though 
35 per cent below that of Great Britain, was about the same as 
that of France, and considerably above that of Germany. 
Economic recovery since 1932 has been remarkable, national 
income having risen by well over a third, largely owing to the 
recovery in foreign trade, from which about 18 per cent of it 
is derived, but largely, also, to the bold programme of public 
works, which were regulated by a long-term plan to stimulate 
activity during a slump, and to refrain from doing so during a 
boom. 

The financial position is also strong. There was an export surplus 
of 27 million kronor on account of goods and services in 1938, and 
the Riksbank’s gold reserve was strengthened and has continued to 
grow up to the end of 1939. The krona, which for six years was 
pegged to sterling, experienced a sharp fall against the dollar in 
August, but was then detached from sterling and pegged to the 
dollar at just under the rate of early August (4.2 kronor to the 
dollar instead of 4.1). 

The exports of Sweden for 1938 were made up chiefly of metals 
and ores (28.1 per cent), paper (25.5 per cent), machinery (17.1 
per cent), and wood (10.9 per cent). Over half of the wood went to 
the United Kingdom, the paper went mostly to this country and 


1 New York Times, Nov. 1. 
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the U.S.A. Sixty-nine per cent of the iron ore exported (the most 
important metal export) went to Germany and territories under 
German control, and the largest part of the machinery to Norway 
and Finland. 

The imports were chiefly coal, oil and other fuels (15.4 per cent), 
machinery (16.4 per cent), metals (14.2 per cent), textiles (11.9 
per cent), and food (13.8 per cent). About 47 per cent of the coal 
came from Great Britain and 40 per cent from Poland; 47 per 
cent of the machinery from Germany, 22 per cent from the U.S.A. 
and 13 per cent from Great Britain. Of the textiles, 23 per cent 
came from Great Britain and 21 per cent from Germany. 

In primary foodstuffs—dairy produce, meat, poultry, eggs, 
cereals, and beet sugar—Sweden has a high degree of self-suffi- 
ciency, but she relies largely on imports of fodder and of the raw 
materials for fertilizers. Her main deficiencies are in coal and oil, 
nearly all her requirements of which have to be imported. She 
has increased her production of several important non-ferrous 
metals—gold, silver, tungsten, copper, lead ore, and zinc ore, the 
last two at present exported for smelting, though development 
of the smelting of these metals, as well as further development of 
copper production, is contemplated. Her position as a neighbour of 
Norway, an important producer of molybdenum, vanadium, and 
nickel is also noteworthy. Only a small proportion of her great 
output of iron ore is used at home, but she produces about a million 
tons of steel annually—mostly of very high quality—which is more 
in total quantity than her domestic requirements, though some 
iron and steel is normally imported. 

The Bofors works near the central iron field which produce 
ordnance of the highest quality (including the famous light anti- 
aircraft gun now used by the British army) have, since 1935, been 
merged with the Nobel undertaking at Bjérkborn in the same 
district. Sweden thus has at her disposal a highly organized 
armament industry. 


7. THE Economic IMPACT OF WAR 


The economic measures which have been taken include com- 
pulsory declaration of holdings of foreign exchange and of debts 
and liabilities abroad—nominally for the purpose of ascertaining 
the exact balance of payments, the position of which has been 
obscured by recent events. This and the provision in the Anglo- 
Swedish Trade Agreement that sterling paid for Swedish exports 
shall be primarily used for purchases from Britain are, however, 
interpreted as possible preliminaries to general exchange control. 

Other emergency measures include provision for the control of 
prices, which, in the cases of imported products (particularly coal 
and petrol) have already risen, largely owing to panic buying. 
The acute shortage of petrol has led to rationing for all means of 
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transport (the Frankfurter Zeitung says that the fuel require- 
ments of the Stockholm-Riga-Moscow Air Service have been met 
by a shipment from Leningrad). There has, however, been con- 
siderable storage of petrol. There is evidence that 6,000 to 7,000 
tons of whale oil have also been bought, no doubt largely for 
glycerine production. 

The budgetary effects of the high cost of neutrality have already 
become serious. Of the large prospective deficit which it is creating 
in the current year, only half is to be met by direct or indirect 
taxation, and the remainder by loans. 

Both Germany and Great Britain gave assurances at the out- 
break of war that coal deliveries would be maintained. The 
British deliveries have so far come nearer to fulfilling that promise, 
in spite of shipping difficulties, but not without a considerable rise 
in price. German deliveries have not been maintained. 

MB. 
A.J.B. 


EMPIRE TRADE IN THE WAR 


THE dislocations in Empire trade which one would expect a priori to 
result from the outbreak of the war may be classified under the follow- 
ing heads: 

(a) The complete cessation of trade with Germany and territories 
under German control. 

(b) The purchase by Britain of as many essential imports as possible 
from Empire countries, since the foreign exchange problem does not 
arise so pressingly there, and Empire countries presumably will not 
require such immediate payment as foreigners—i.e. since they will lend 
to the home country. 

(c) The displacement of Empire trade by trade with neighbours of 
Germany, on terms unfavourable to Britain, but worth while to prevent 
Germany from trading with her neighbours. 

(d) Changes in the total volume of Empire trade due to shortage of 
shipping space, etc. 

Of these four possible influences, the first two favour the growth of 
Empire trade; the remaining two seem likely at first sight to tend to 
diminish it. It is important to see which side is winning, so far, in this 
tug of war. 


EMPIRE TRADE WITH GERMANY 


The loss of trade with Germany is not likely to be greatly felt in 
general. The overseas Empire as a whole took only about 43 per cent of 
its imports from Germany last year, and sent about the same proportion 
of its exports thither. For a few Empire countries, however, German 
trade was more important than this general statement suggests. India, 
for instance, took 84 per cent of her total imports from Germany, and 
South Africa 8 per cent of hers, but these were mostly goods for which 
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substitutes can be obtained in Great Britain or the United States. 
South Africa sold nearly 18 per cent of all her merchandise exports to 
Germany, but the main items were such essentia] materials as wattle 
bark, chrome, and manganese ores, the war demand for which will be 
high within the Empire. 

The case is different with Palestine, however. There the balance of 
trade has long been of a most remarkable kind, merchandise exports 
being only a third of imports, owing to the great importation of capital 
by Jewish settlers. The fact that so much of this capital was in the 
form of blocked marks meant that over 11 per cent of imports in 1938, 
and over 16 per cent in 1937, came from Germany. The cessation of this 
capital inflow must give rise to grave problems. 

The Cameroons, too, are in a peculiar position. Their old German 
connection has continued in the economic sphere, so that 54 per cent of 
their import trade and 82 per cent of their export trade last year was 
with Germany. There a very large readjustment will be necessary. 

Of other Empire countries, only the African colonies, both West and 
East, did much of their trade with Germany, both groups sending over 
14 per cent of their exports there, though their imports from Germany 
were relatively low. The Empire demand for their exports — mostly 
copper, palm kernels, sisal, copra, and cocoa—is, however, likely to rise 
to a compensating extent. On the whole, therefore, it seems to be true 
that the blow to the overseas Empire from the cessation of its German 
trade will not be very great, and there is likely to be ample compensa- 
tion from increased trade with Britain. 


EMPIRE TRADE WITH BRITAIN 


There is no space here to discuss the great purchases of Empire 
products which have already been made by the British Government. 
It must suffice to mention that these purchases include the whole 
Australian and New Zealand wool clips for the duration of the war and a 
year afterwards, the whole West African and part of the West Indian 
and Cingalese cocoa crops, the whole Empire sugar surplus till August 
1940, high proportions of Rhodesian and Canadian copper output for 
this year, the whole Australian and Burmese surpluses of zinc and lead, 
the Australian, New Zealand and South African dairy produce surpluses, 
the Australian, New Zealand, and Rhodesian meat surpluses and the 
South African maize surplus, as well as large quantities of South African 
wool (to be bought in the open market), of Irish and Canadian bacon, 
and of Australian wheat and barley. 

Purchases already made therefore relieve many Empire countries of 
all anxiety with respect to their chief exportable commodities for this 
year or for the duration of the war. The most conspicuous exception is, 
of course, Canadian wheat. Difficulty has arisen there, since Canada is 
not a sterling country and has a currency at present overvalued with 
respect to sterling, but against the devaluation of which the country’s 
close association with the United States militates. Again, recent wheat 
prices have been so low that Canadian growers would not wish to 
fix a price for purchases extending far into the future on the basis 
of them—and the purchases mentioned above have mostly been 
made at prices based upon the pre-war level, though with the Austra- 
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lian and New Zealand wool purchases there is some machinery for 
revision, and the Dominions are to share any profits from resale. 

In some cases (particularly those of wool and cocoa) the purchases 
made are far in excess of probable Allied requirements, and the profits 
from resale are likely to be considerable, and, while the prices at which 
the British Government have bought are mostly low relative to those 
likely to rule in the world market before long, it cannot be said that any 
of the Empire countries have lost by the transactions, particularly if 
the gain in relief from uncertainty is taken into account. Of Australia, 
in particular, this is true. The Minister of Commerce has stated that the 
sales of Australian produce to the British Government for the coming 
year already amounted to over £101 million (Australian), which is some 
72 per cent of all Australian exports in 1937-38, or 130 per cent of her 
exports to the United Kingdom in that year. 


THE EFFECT OF TRADE POLICY TOWARDS NEUTRALS 


It is clear from the above that whatever has been done by way of 
intensifying competition with Germany in the markets still open to her 
has not seriously affected Great Britain’s trade with the Empire. 
Indeed, there is room for very grave anxiety that far too little has been 
accomplished in this direction. In the first two months of the war, it is 
true, there was some outcry in Canada that wheat was being purchased 
from neutrals in preference to Empire sources, but the purchase from 
Rumania (the main ‘“‘strategic’’ purchase so far made) supplies only 
some 34 per cent of average British requirements. There has been some 
resumption of trade with Spain (which may compete with Palestine in 
the citrus trade), but the trade negotiations with the Balkan and 
Scandinavian countries, with Belgium, Holland, and Russia, appear to 
have had no greater object, and certainly no more far-reaching results, 
than the recovery of some of the enormous ground lost through the 
depreciation of sterling and the difficulties of shipment. Nor, to look 
further afield, have the Allied meat purchases from Uruguay and the 
Argentine prevented the purchase of the whole surpluses of the main 
exporting Empire countries. 


THE EFFECTS OF SHIPPING DIFFICULTIES 


The presumption is that shipping difficulties will tend to reduce the 
actual importation by Britain of Empire products, since certain 
important Empire producers are among Britain’s most distant sources 
of supply. It does not follow, of course, that supplies which cannot be 
shipped will not be bought by the British Government and resold to 
any neutral buyers who can ship them. This, in fact, will certainly be 
done with the commodities of which more than the usual Allied re- 
quirements have already been bought. The main sufferers so far from 
lack of shipping space have been growers of apples and pears in Austra- 
lia and New Zealand, whose crops have been bought by their Govern- 
ments as a measure of relief. 

The actual effect of the shipping situation (and other factors) on 
Empire trade may be judged from such trade returns as are available. 
United Kingdom total imports for September, October, and November 
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were respectively 33 per cent and 22 per cent below, and 8 per cent 
above the values recorded in the corresponding months of 1938. The 
increased imports of rubber, meat, cocoa, and oils and fats (to name only 
four items) in November 1939, as compared with November 1938, seem 
to indicate that a good part of this increase is from the Empire. Austra- 
lian exports in November were 12 per cent above the level of the previous 
year, and Indian exports 15 per cent. Canadian exports in September 
and October were above the level of the corresponding period in 1938, 
but while those to the United States increased from 27 to 48 million 
dollars, those to the United Kingdom fell from 36 to 25 million—an 
anomaly which may be due to the shipping of Canadian goods to 
Britain from U.S. ports before the change in the Neutrality Law. On 
the other hand, the total exports of the United Kingdom were in 
November lower by some 13 per cent than a year before, and the 
imports of India and Australia were also reduced by 6 per cent and 17 
per cent respectively. Thus, the war so far has probably improved the 
balance of trade of the overseas Empire, just as it has caused that of the 
United Kingdom to deteriorate. This probably means that the United 
Kingdom is, in effect, borrowing from the rest of the Empire on its 
trading account: it seems unlikely that it is doing so from foreign coun- 
tries to anything like the same extent. 


GENERAL EFFECTS 


The general implication of the above facts appears to be that there is 
developing, largely through the Government policy of monopoly in a 
number of important commodities, a large increase in the extent of 
Imperial preference so far as trade in raw materials and foodstuffs is 
concerned. Import trade is being diverted as far as possible from non- 
sterling to sterling countries (a general licence for the importation of a 
large number of commodities from the Empire has been granted, while 
new purchases of, for instance, United States fruit and agricultural 
products have been practically prohibited). The same is not necessarily 
true of exports. There was an increase of U.S. purchases of British 
produce immediately after the outbreak of war, in spite of a fall in trade 
in the opposite direction. Purchases of armaments and other finished 
products from non-sterling countries will undoubtedly increase, though 
to what extent it is impossible to say; exports of primary products, 
largely through the Ministry of Supply, to these countries may also 
increase as prosperity grows in them; but United Kingdom imports of 
primary products seem certain to be derived more largely from the 
Empire, and Dominion and Colonial exports to be sent (directly, at 
least) more largely to the U.K. than before the war. 

A. J. B. 








PRESIDENT ROOSEVELT’S ADDRESS TO 
CONGRESS 


PRESIDENT ROOSEVELT addressed the 3rd Session of the 76th 
Congress on Jan. 3 and began by drawing attention to the connection 
between domestic problems and the upheavals that were taking place 
in other parts of the world. The impact of wars abroad made it natural 
to approach the “‘state of the Union” through a discussion of foreign 
affairs; and the social and economic forces which had been mismanaged 
abroad until they had resulted in revolution, dictatorship, and war 
were the same as those they themselves were struggling to adjust 
peacefully at home. 

His previous warnings that the daily lives of Americans would feel 
the shock of events on other continents had been definitely proved to 
be no longer mere theory by the facts of yesterday and to-day. “I can 
understand,” he said, ‘‘the feelings of those who warn the nation that 
they will never again consent to the sending of American youth on the 
soil of Europe. But, as I remember, nobody has asked them to consent, 
for nobody expects such an undertaking. . . . I can also understand the 
wishfulness of those who oversimplify the situation by repeating that 
all we have to do is to mind our own business and keep the nation from 
war. But there is a vast difference between keeping from war and 
pretending this war is none of our business. We have not to go to war 
with other nations, but at least we can strive with other nations to 
encourage the kind of peace that will lighten the troubles of the world, 
and by so doing help our own nation as well.” 

It became clearer and clearer that the world would be a shabby and 
dangerous place to live in—even for Americans to live in—if it was 
ruled by force in the hands of a few. Swiftly moving events all over 
Europe had made them pause to think in a longer view. That thinking 
could not be controlled by partisanship; such labels as the Peace Party 
or the Peace Bloc now belonged to every right-thinking man, woman 
and child in the country. 

Out of all the turmoil, the propaganda, and the counter propaganda 
of the present conflict two facts stood out, and were acknowledged by 
the whole world. The first was that never before had the U.S. Govern- 
ment done so much as in their recent efforts to establish and maintain 
the policy of the good neighbour with the sister nations; and the 
second was that in almost every nation in the world there was a true 
public belief that the United States had been and would continue to 
be a potent and active factor in seeking the re-establishment of peace. 

This record must be continued and enlarged, and “I hope,” he said, 
“that Americans everywhere will work out for themselves the several 
alternatives which lie before world civilization and which necessarily 
includes our own. We must look ahead and see the possibilities for 
our children if the rest of the world comes to be dominated by con- 
centrated force alone, even though to-day we are a very great anda 
very powerful nation”’. 

They must look ahead and see the effect on their own future if the 
small nations had their independence snatched from them or became 
mere appendages to relatively vast and powerful military systems, 
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and the kind of lives their children would have to lead if a large part 
of the rest of the world was compelled to worship a god imposed by 
a military ruler or were forbidden to worship God at all; if the rest of 
the world were forbidden to read and hear the facts, but only rules 
for their own and all nations; and if they were deprived of the truth 
that made man free. They must look ahead and see the effect on 
their future generations if world trade was controlled by any nation 
or group of nations which set up that control by military force. 

It was true that many nations had been enslaved in the past, and 
empires built on foundations of force, but, quite apart from the greater 
international morality they sought to-day, with modern weapons and 
modern conditions modern man could no longer lead a civilized life 
if they were to go back to the practice of wars of conquest of the 
seventeenth and eighteenth centuries. 

Summing up this need for looking ahead, “I hope,” he said, ‘‘that 
we will have fewer American ostriches in our midst. . . . Only an ostrich 
would look upon these wars through the eyes of cynicism or ridicule.”’ 


The peoples of other nations had, of course, the right to choose 
their own form of government, but Americans believed that such 
choice should be predicated on certain freedoms—freedoms they believed 
were essential everywhere, and ‘‘we know that we shall never be very 
safe at home unless other Governments recognize such freedoms.” 

Twenty-one American Republics were displaying unanimity of 
ideas and practical relationship which gave hope that what they were 
doing could be done on other continents, and “‘we and all the Americas 
are coming to the realization that we can retain our respective nationali- 
ties without at the same time threatening the national existence of 
our neighbours”’. 

Mr. Roosevelt then turned to their trade policy and referred to the 
evil effects of “‘blind economic selfishness in most countries, including 
our own’”’, as one of the contributing causes of the existing wars. Their 
recent trade agreements, however, were based on a policy of equality 
of treatment among nations and of mutually profitable arrangements. 
They provided a temporary flexibility; and the Trade Agreement Act 
could be extended as an indispensable part of the foundations of any 
stable and enduring peace. When the time came the United States 
must use its influence to open up the trade channels of the world for 
all nations. 

The leadership which the American nation could take when the time 
for the renewal of peace came, and the influence it could exert would 
“be greatly weakened if this Government become a dog-in-the-manger 
of trade selfishness’. But while, through trade agreements, the United 
States was prepared to co-operate in a world that wanted peace, “we 
must likewise be prepared to take care of ourselves if the world cannot 
attain peace’’. 

Therefore, in the Budget, he would ask for defence appropriations, 
“based not on panic but on common sense’’. Congress would be asked 
to levy sufficient additional taxes to meet the emergency spending 
for national defence. 

In a reference to unemployment he said the army of unused youth 
must be the especial concern of a democratic Government, for they 
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were entitled to action, and not merely ‘‘admonitions of optimism or 
lectures on economic laws’’. The answer must be found in terms of 
work and opportunity, and not in the European way of using them to 
build up excessive armaments. 


In conclusion, Mr. Roosevelt appealed for national unity as the 
fundamental safeguard of all democracy. 

The permanent security of America did not lie in armed force alone. 
‘“‘What we face,” he said, “‘is a set of world-wide forces of disintegration, 
vicious, ruthless, destructive of all the moral, all the religious, and all 
the political standards which mankind, after centuries of struggle, has 
come to cherish most. In these moral values, in these forces which 
have made our nation great, we must actively and practically reassert 
our faith.” 

There were doctrines that set class against class, faith against faith, 
race against race, that ‘“‘have helped to plunge Europe into war’. 
These they must combat as they would the plague, if American integrity 
and security were to be preserved. In the spirit, therefore, of a greater 
unselfishness, recognizing that the world, including the United States, 
was passing through perilous times, he was very hopeful that Congress 
would consider ‘‘the needs of the nation and of humanity with calmness, 
tolerance, and co-operative wisdom’. 


OUTLINE OF MILITARY OPERATIONS 


December 26 


The French communiqué reported the repulse of two enemy raids 
east of the Moselle. The Germans stated there had been no action by 
their forces the previous day. 

The Air Ministry announced that “‘throughout yesterday, although 
it was Christmas Day, the R.A.F. continued with unrelaxed vigilance 
their patrols covering our fishing fleets in the North Sea. Certain 
of our aircraft observed German patrol vessels in the eastern North 
Sea area. These vessels opened fire on our aircraft, which took re- 
taliatory bombing action. Hits were not observed, and no damage 
was done to our aircraft.” 

The Admiralty announced that it intended to lay a mine barrage 
off nearly the full length of the east coast, leaving a space between the 
barrage and the coast for navigation. The area extended from the 
Moray Firth to the Thames Estuary. This measure was to give 
protection against the German action in laying mines without notice 
on the high seas. 


December 27 


The French communiqué reported very marked activity, on both sides, 
of patrols and reconnaissances between the Moselle and the Saar. 

The Ministry of Marine reported the destruction of 2 U-boats, making 
3 accounted for by the destroyer Sirocco in less than a month. 
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The Air Ministry announced that reports that a German aircraft 
made an extensive reconnaissance over the Thames estuary during 
the morning were without foundation. 

It was learned in London that there had been encounters in the North 
Sea between Coastal Command aircraft and German Dornier bombers. 
The enemy were hit and silenced, one being brought down. No British 
machines were hit. 

A British aircraft twice attacked enemy destroyers and patrol 
vessels, and reported having hit one of the latter: it returned un- 
damaged. 


December 28 


The French communiqués reported reduced activity of the contact 
units, and the German, “nothing of importance’’. 

The Air Ministry reported a successful reconnaissance flight over 
North-West Germany the previous day. One aeroplane failed to return. 


December 29 


The French communiqué reported the renewal of air activity, and 
some action by their advance units. In the Vosges an enemy patrol 
was surprised and some prisoners taken. 

The German report stated that the day passed quietly on the whole 
front, except for slight artillery fire. 

The Admiralty issued a statement reading, ‘“‘The British battleship 
which was hit by a U-boat torpedo on the afternoon of Dec. 28 has 
now reached harbour under her own steam. She is not seriously 
damaged, but one additional rating has been reported missing, believed 
killed, and one seriously injured, making a total of 4 missing, presumed 
dead, and one seriously injured”’. 

The German High Command announced that a U-boat had torpedoed 
a British battleship of the Queen Elizabeth class off the west coast of 
Scotland. 

It was stated officially in London that the battleship referred to in the 
Admiralty announcement was the same as that mentioned by the 
German High Command. 


December 30 


The French communiqués reported activity of patrols between the 
Saar and the Moselle in the night, and reduced activity of the contact 
units during the day. 

The Germans reported a quiet day, and stated that their Air Force 
had carried out reconnaissances over Northern England and France. 


December 31 


The French communiqués reported much activity in the night, and 
numerous encounters between patrols at many points. Both the French 
and German communiqués described the day as quiet. 

The activity in the night included the repulse of a German attack in 
the lower Vosges which reached the French outposts, and raids by the 
French east of the Moselle and in the river Nied region. 
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The German News Agency reported the sinking by a U-boat of the 
British ‘‘outpost” ship Agathe on Dec. 30. The British Admiralty 
stated that no naval vessel of any kind was sunk that day, and there 
was no ship named Agathe in the Navy. 


January 1, 1940 


The French communiqué said the day and night had been quiet, and 
reported the repulse of a German attempt to raid one of their posts 
west of the Vosges. 

The Germans reported “‘no events of importance’. 

The Air Ministry announced that a Heinkel aircraft had been shot 
down during the day in the North Sea east of Scotland, and a second 
machine hit, though not seen to fall, by three Coastal Command 
machines, which were unhurt. 

The German News Agency stated that reconnaissance flights had been 
carried out over the Orkneys and Shetlands and achieved important 
results. One of the machines was forced to land on the sea owing to 
engine trouble, but it was believed the crew was rescued. One British 
machine was hit, and was believed to have failed to return home. 

German raiders dropped 2 bombs in the Shetlands area, but did no 
damage. 

The British steamer Box Hill was sunk by an explosion in the North 
Sea, with the loss of 20 lives. 


January 2 


The French communiqués reported few patrols by both sides, and 
later, some renewal of aviation activity. The Germans reported only 
slight artillery fire. 

The Air Ministry announced that there had been intense air activity 
over the North Sea. Three R.A.F. bombers met 12 Messerschmitt 
fighters over the sea off the German coast and shot down one. Two 
others were driven down and “are likely to have been lost’. One 
British machine was shot down, and another failed to return. 

The German News Agency stated that 3 British machines had 
attempted to penetrate the German Bay. They were attacked by a 
group of fighters and brought down, without loss to the German ’planes. 


January 3 


The French communiqué reported that their patrols and reconnaissance 
parties had successfully fulfilled their missions at various points. Two 
enemy aircraft were brought down. 

French reconnaissance machines were reported to have made over 
100 flights, and German aircraft made long distance flights over 
Eastern France. 

The Germans reported slight harassing fire by the French between 
the Moselle and the Palatinate Forest, and the bombarding of German 
forts on the Rhine. 

The German News Agency reported an air battle over Merzig, on the 
Saar, in which there were no casualties. It also repeated the claim that 
in the air fighting on Jan. 2 over the Heligoland Bight 3 British bombers 
had been brought down, with no casualties on the German side. 
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The Air Ministry announced that an aeroplane on reconnaissance 
over Germany was engaged by 3 enemy fighters near the German- 
Belgian frontier, and was driven down in Belgian territory. 

The Swedish steamer Svarton was torpedoed by a U-boat off the 
north coast of Scotland, with the loss of 20 lives. 


January 4 


The French communiqué reported “‘no incidents of importance’’, and 
the German stated that between the Moselle and the Palatinate Forest 
there was livelier artillery fire, and activity of the scouting units was 
increased. The Air Force reconnoitred over France and the North 
Sea. One British ‘plane was shot down after flying over Luxembourg. 

Press reports stated that a French patrol west of the Saar had the 
previous day penetrated the enemy lines to a depth of over 2 miles. 
In the Vosges 2 enemy detachments had been ambushed and heavy 
losses inflicted. 

French air reconnaissances penetrated deep into Germany. They 
were attacked by enemy aircraft, 2 of which were brought down. 

The Air Ministry announced that R.A.F. machines successfully 
carried out reconnaissance flights over North-West Germany and patrols 
over seaplane bases in the Heligoland Bight. All returned safely. 


January 5 


The French communiqués reported local patrol activity on both sides 
during the night, and nothing of importance in the day. The Germans 
reported only slight artillery activity, and stated that “reconnaissance 
activity over Britain and France was continued according to plan’’. 

French press reports stated that there was intense artillery activity 
along about 125 miles of the front, and the French shelled German 
villages 7 to 9 miles behind the lines. Many fights had taken place the 
previous day between strong patrols, both sides having about 1,200 
to 1,300 men engaged. 


January 6 


The French communiqués reported usual patrol activity in the night 
and during the day encounters with the enemy at various points and 
the capture of some prisoners. The Germans reported “nothing new’”’. 

French press reports stated that German aircraft made reconnaissance 
flights over the east and north of France, in the latter case entering and 
leaving by Belgium. 


January 7 


The French communiqués reported patrol activity at various points 
and east of the Blies fairly sharp artillery action on both sides. The 
Germans reported ‘‘nothing of importance’. 

The British liner City of Marseilles was holed by a mine off the east 
coast of Scotland, but reached port. Another British steamer, the 
Towneley, was sunk by a mine off the south-east coast of England. 

The British steamer Cedrington Court was sunk by a mine off the 
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south-east coast of England and the tanker British Liberty, in the 
North Sea, with the loss of 20 lives. 


January 8 

The French communiqués reported a quiet night on the whole, and 
nothing of importance during the day. The Germans stated that an 
enemy reconnaissance troop had been repulsed with loss in the frontier 
area west of Marzig. 

French unofficial reports stated that two enemy patrols had been 
driven back near a French outpost west of the Vosges. 

A British tanker reported being attacked by a bomber in the North 
Sea, which used its machine gun as well as bombs. The vessel fired 
on the ’plane, which made off without having inflicted any casualties. 

The British liner Highland Patriot reported having been attacked by 
a U-boat in the Atlantic, and having driven it off by gunfire. 
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CHRONOLOGY 


ARGENTINA 

Dec. 28.—The Government rejected the German protest against 
the internment of the crew of the Graf Spee, pointing out that the officers 
and crew of a warship voluntarily sunk who sought refuge in a neutral 
country were belligerents, and not shipwrecked men. 

Jan. 3, 1940.—The British cruiser Achilles arrived in Buenos Ayres 
and was given 48 hours to revictual and refuel. The officers and crew 
were entertained by the British Ambassador. 

Jan. 7.—The Government sent Notes to the British, French, and 
German Embassies and the Polish Legation protesting against the use 
of automatic contact mines outside territorial waters, and reserving the 
right to claim damages if Argentine lives or property were lost. 


AUSTRALIA 


Jan. 5, 1940.—The Government announced that £10,000 was being 
sent to Finland for the Red Cross and authorized a public appeal to 
raise a further £10,000. 

Jan. 7.—The Minister of Supply, speaking in Melbourne, said their 
troops fighting abroad would be defending their own shores, for if 
Britain were beaten it would be Australia’s turn within 6 months. 
The Allies were not only fighting Hitlerism, but the bullying spirit of 
the German nation. 

Jan. 8.—The Prime Minister announced the appointment of Mr. 
Casey, the Minister of Supply, as the first Australian Minister to the 
U.S.A. The appointment represented, he said, a great step forward 
in the development of Australian national policy. Further, the pre- 
sence of a Minister at Washington, so far from weakening the position 
of the British Empire at that capital, would strengthen it. Each 
British Dominion brought to the Empire not only unswerving loyalty 
to the King as the centre of that Empire, but also its own special 
knowledge, born of its own conditions. 


BELGIUM 

Dec. 26.—The President of the Senate Commission of National 
Defence, in a statement for the British press, said that Belgium had 
mobilized 650,000 men, and in addition they had at their disposal a 
third class of trained reservists, and he added: ‘‘For our defence we 
can also rely implicity on the Dutch.”’ 

He claimed that their troops were strikingly provided with modern 
armaments, the best in existence; their anti-tank gun, the 120-milli- 
metre gun, and the infantry mortar were better than those of any 
other Army. 

He pointed out however that between the Dutch Army, entrenched 
behind its water lines, and the Belgian, standing to its defence positions, 
there would be an unguarded corridor 40 miles wide between Antwerp 
and the mouth of the Scheldt, in which an enemy coming from the 
east would not meet effective resistance. 

Dec. 30.—The Senate adopted the series of Government measures 
for increases of taxation estimated to yield a further 1,500 million 
francs. 
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Jan. 1, 1940.—A first instalment of 150,000 francs was forwarded to 
Finland as a result of an appeal on her behalf by a member of the 
Cabinet. 

Jan. 5.—M. Pierlot reformed the Cabinet, reducing the number of 
Ministers from 18 to 14. The only new Minister was M. Matagne, 
Public Works. M. Spaak was Foreign Minister as before; M. Gutt, 
Minister of Finance; and General Denis, Minister of Defence. 

Jan. 8.—The Government decided to call up 8,000 unemployed 
men, and release 7,500 men serving who were fathers of 3 children. 


BOHEMIA-MORAVIA 


Dec. 28.—Reports from American sources in Prague stated that all 
Jews under 60 years of age had been ordered to leave the Protectorate 
during 1940. Men under 37 had been given until the end of February to 
leave for any country for which they could obtain visas. All businesses 
were to be liquidated by the end of May, when the “Jewish question” 
in the Protectorate had been scheduled to be solved. (There were stated 
to be about 70,000 Jews still in the country.) 

Dec. 30.—The Czecho-Slovak National Committee issued (in Paris) 
a proclamation laying down its aims. It would not rest until “‘a free 
Czecho-Slovakia in a free Europe’ had been re-established, and would 
take charge of the Czecho-Slovak people’s affairs until the end of the war. 

The country had made a unique sacrifice in September 1938 at the 
request of friends and allies. The Republic continued to exist, and 
“now the liberty and independence of Czecho-Slovakia constitute 
a war aim expressly recognized and figuring among our allies’ peace 
conditions’. 

Dec. 31.—The Reich Protector, in a New Year proclamation, pointed 
out that the people had been spared the fate of Poland, and could go 
about their work in peace and quiet. All the essential conditions had 
been assured to open up for them a happy existence in the Great Ger- 
man Reich; but one condition for this was admittedly ‘‘that the Czech 
people fits into this powerful community without afterthoughts. It 
must be expected from it that it realizes the seriousness of the situation, 
and that it does positive work for its own benefit”’. 

Jan. 2, 1940.—Reports from Prague through Yugoslav channels 
stated that many ex-officers of the Czecho-Slovak Army, members 
of the Government Troop, and members of the office staff of the Skoda 
works had recently been arrested, including 4 Generals of the Army and 
many ex-officers living in Moravia. 

Two leading journalists had also been arrested and some of those 
working for the illegal paper V Boj (To Arms) were reported to have 
been executed. 

The Czech inhabitants of 20 places in Northern Bohemia had been 
ordered to be ready for evacuation. 

In Prague the Municipal Council had been deprived of its legislative 
rights, and all decrees of the Chief Burgomaster required the counter- 
signature of his German deputy, while each Czech departmental head 
had been given a “‘“German colleague’. 

All technical colleges, laboratories, clinics, and libraries had been 
closed. 

Large quantities of food were transported regularly to Germany. 
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BRAZIL 


Jan. 3, 1940.—The port authorities at Santos refused to give clear- 
ance to the German liner Windhuk owing to a claim against her by a 
London Co. 


BULGARIA 

Dec. 26.—An economic delegation left for Moscow to arrange for a 
mercantile marine convention and to find new outlets for exports. It 
was led by the Minister of Finance and the Governor of the National 
Bank. 

Jan. 1, 1940.—The Prime Minister, in a New Year broadcast, said the 
Bulgarian people were determined to remain outside the war, and the 
Government, “‘aware of the desires of the people and conforming to 
the lead given by the King’’, would make every effort to ensure that the 
people should enjoy the blessings of peace, while at the same time safe- 
guarding their vital interests. 


CANADA 


Dec. 27.—In a statement to the press on his impressions of England 
and France, Mr. Crerar, the Minister for Mines and Resources, said that 
the former, after a few weeks of war, was better equipped and organ- 
ized than at the end of the last war, while the co-operation with France 
was complete. He found the French “‘as firm and determined as the 
British to emerge victorious in this titanic struggle for the preservation 
of freedom, liberty, and decency in international affairs’. Both nations 
were profoundly grateful for the help given by Canada and the other 
nations of the Commonwealth, and he reminded the country that the 
destinies of all Canadians would be profoundly affected if the European 
democracies, now fighting for their lives, went down. The full effort 
they were now making was unquestionably in the long run an effort for 
their own future protection. 

Dec. 28.—Mr. Bennett, addressing the Royal Empire Society in 
Montreal, said that Canadians should realize they were not fighting 
another people’s war but a war with other peoples for the maintenance 
of Christian civilization, which was menaced as never before by 
Hitlerism. 

He urged them to buy British goods, to help towards maintaining the 
economic fabric of the Commonwealth. 

Jan. 3, 1940.—Finns living in Canada sent $24,000 to Finland 
through the Red Cross. 

jan. 7.—The Minister of Transport, in a broadcast entitled ‘““The 
Second Front Line’, described the work of the War Supply Board, 
which, he said, was placing between 400 and 500 orders a week. As 
for the Air Training Scheme there were already available 40 aerodromes, 
fully equipped, and negotiations were in progress for the purchase of 
sites for 40 more. Of the training aircraft needed 1,282 would be 
manufactured in Canada (except for the engines) and 593 in the U.S.A. 
The Supply Board had also ordered from England 870 aeroplanes, and 
1,622 aircraft less their wings, which would be made in Canada. 
Deliveries should begin in May. 

He also said tenders had been invited for 72 vessels, ranging from 
power dinghies to ships of the British whale-catcher design. 
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In conclusion, he claimed that the Government had made profiteering 
very difficult, and, so far as was possible, would not allow the second 
front line to fail the first. 


CHINA 
EXTERNAL AFFAIRS 


Jan. 8, 1940.—Japanese Cabinet’s declaration as to establishment 
of new Government in China. (See Japan.) 
Conclusion of trade agreement with Russia. (See U.S.S.R.) 


SINO—JAPANESE WAR 
NORTH CHINA 


Dec. 27.—Severe fighting was reported from Paotow, and the Chinese 
were believed to have forced an entry into the city, but the Japanese 
claimed to have driven them out, with very heavy losses. 

Dec. 28.—The Japanese Army spokesman in Shanghai stated that 
the biggest air raids since the war began had just been carried out on 
Lanchow, the capital of Kansu, the largest base for supplies from Russia. 
“Annihilating’’ damage had been inflicted in 3 days’ bombing “un- 
precedented in the history of aerial warfare’’. 

Jan. 4, 1940.—Guerrilla fighting was reported from Panchiao, west 
of Peking, and near Wianghsiang, 30 miles south-west of it. 


SHANGHAI AND THE YANGTZE VALLEY 


Dec. 27.—Heavy fighting was reported in Hupeh, where the Japanese 
claimed to have defeated a Chinese attempt to break through their 
lines in Central Hupeh, killing over 15,000. Chinese forces also attacked 
Anking, the capital of Anhwei, but were driven off, according to Japan- 
ese reports, with heavy losses. 

Dec. 30.—The Foreign Ministry in Chungking stated that the Japan- 
ese had suffered casualties of at least 100,000 in various war zones during 
December. 

Ichang was raided by 7 Japanese ’planes, and some American property 
damaged. 

The Ningpo area, south of Shanghai, was also bombed, and Chiang 
Kai-shek’s house at Kikow destroyed. 

Jan. 1, 1940.—Heavy fighting was reported north-west of Hankow, 
and the Japanese launched an attack on the east bank of the Han River. 

Jan. 3.—The Japanese made extensive raids on 5 provinces, including 
Hunan, where they heavily bombed Hengyang. 


SouTH CHINA 


Dec. 27.—Chinese aerodromes in Kwangsi were raided by large 
numbers of aircraft, in order to smash the Chinese air force in South 
China which had been bombing Japanese advanced positions near 
Nanning. 

The Japanese reported that “‘Chinese attempts to copy Soviet 
attacks with massed tanks” in Kwangsi had failed owing to lack of air- 
craft support. They also reported successful mopping-up operations 
against the Chinese in the hills east of the Liuki River in Northern 
Kwangtung. 

Dec. 28.—The Chinese claimed that the Japanese thrust towards the 
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border of French Indo-China had failed completely. The strategic 
Kunlunkwan Pass just north-east of Nanning changed hands twice in a 
week. 

Dec. 30.—North of Canton the Chinese reported the recapture of 
Pakong, on the Pei River, and the defeat of a Japanese force at Niu- 
peichi, 90 miles north-east of Canton. The Japanese withdrew to 
Liangkow, abandoning 200 trucks and armoured cars, and the Chinese 
claimed to have thus defeated the Japanese drive up the Canton- 
Hankow railway which had begun on Dec. 24. 

Dec. 31.—The Japanese claimed to have taken Yingtak, on the rail- 
way 80 miles from Canton. Japanese aircraft bombed the railway from 
Hanoi to Yunnan at a point some 50 miles north of the Indo-China 
frontier. 

Jan. 1, 1940.—Kunming (Yunnanfu) was raided, but the Chinese 
stated that the enemy aircraft were forced back by the weather. The 
Japanese claimed the destruction of 22 Chinese aircraft in fighting over 
Liuchow, in Kwangsi. 

Mengtze railway station, in Yunnan, was bombed by the Japanese. 
(The line to Kunming was a French concession, and the rail bed with 
one metre each side of the track was French property.) 

The Japanese claimed to have killed 15,000 Chinese in their counter- 
offensive in Northern Kwangtung. 

Jan. 4.—The Chinese claimed the defeat of the Japanese forces north 
of Yingtak, on the Canton-Hankow railway, after 2 days’ fighting, 
but the Japanese stated that they had withdrawn after seizing supplies 
which the Chinese had taken more than a year to collect. 

The French line was raided at Mengtze for the fifth time, and the 
town also attacked, and the Japanese declared they would go on 
bombing the line until it was put out of action. 

The Chinese repeated their claim of a victory in northern Kwangtung, 
and said they had shot down 8 Japanese ’planes in the battle over 
Liuchow, in Kwangsi. 

Jan. 7——The Japanese reported the capture of Yingtak, Yung- 
yunhsien, and Sanhuachen, after killing some 20,000 Chinese in engage- 
ments in which a Chinese Army of 100,000 men was defeated. 

The Yunnan railway was again bombed between Mengtze and 
Hokow for the eighth consecutive day. 


FOREIGN INTERESTS 


Dec. 28.—The U.S. Chamber of Commerce in Tientsin asked the 
Japanese commander of the area to remove the barriers round the 
Concessions, but was told that the matter must be referred to Tokyo. 

In Shanghai an American business woman reported to the U.S. 
authorities that she had been struck by a Japanese sentry in Hongkew. 

The American Consulate made representations to the Japanese, 
asking for an immediate investigation and the punishment of the sentry. 

Dec, 29.—The U.S. Chamber of Commerce telegraphed to the State 
Department protesting against the Japanese trade restrictions. 

The spokesman of the Japanese Embassy stated that the incident in 
which the American business woman was involved did not represent the 
attitude of the Japanese Government and people towards Americans. 
He expressed the hope that it would not be allowed to impede negotia- 
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tions for a new trade treaty by hardening U.S. public opinion against 
Japan. | 

The Japanese Naval spokesman, speaking for himself personally, 
said that the allegations seemed to have been made ‘‘with an ulterior 
motive and out of ill-will towards Japan’. 

Dec. 30.—The Japanese Command in Canton announced that their 
troops were leaving the area on the border of Hong Kong, “‘in consider- 
ation of British desires’”’. 

Jan. 6, 1940.—Three Chinese attempted to murder Mr. Godfrey 
Phillips, Secretary-General of the Shanghai Municipal Council, by 
holding up his car in the street. He was unhurt. 

The assailants were reported to have been arrested by the “‘puppet”’ 
police and handed over to the Japanese, who, however, denied officially 
that they had arrested them. 


DENMARK 


Jan. 1, 1940.—The Prime Minister, in a New Year statement for the 
press, said, “I am personally more depressed than I ever have been 
before. Among all my friends and colleagues there is an uncomfortable 
feeling which creates a most unhappy atmosphere’”’. 

He had long ago ceased to believe in anything, but he hoped, never- 
theless, that there was sufficient sense of justice in the world to ensure 
that ‘“‘Europe’s oldest nation”’, which never threatened other countries, 
should be left alone. 

Jan. 7.—The National Tidende, referring to German warnings, stated 
that ‘‘we small peoples are bold enough to think that we ourselves are 
in a position to judge what serves our own interests and what does not. 
We need to learn, but all instruction does not appear to us to be equally 
solid or equally objectively based’. 

Politiken stated that as Norway and Sweden had declared their 
intention of maintaining their neutrality England and France could 
get bases there only if they took them by force; and such an act 
could be ruled out of consideration because those two Powers had 
expressly stated that it was their first war aim to fight force or the 
threat of force. 


EIRE 


Dec. 25.—The President broadcast an address to the United States 
in which he urged that a conference of war leaders should be held, to 
seek a settlement. The peoples of Eire and of the U.S.A. both sym- 
pathized with the peoples enduring the horrors of war, and the know- 
ledge that in a modern war victors and vanquished alike had to endure 
privations for years afterwards should urge that a settlement be 
sought now. “The way of conference will have to be tried when the 
war ends’’, he said. ‘‘Common sense suggests that it be tried now before 
the war has wrought its full havoc.” 


FINLAND 


Dec. 29.—The Government protested to the Estonian Government 
against the presence in Tallinn harbour of several Soviet destroyers. 
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A statement was published in English on behalf of the Ministry of 
Foreign Affairs, containing information regarding the country and its 
history, and documents explaining the developments which led to the 
Russian invasion. 

It described in detail the negotiations initiated by the Soviet Govern- 
ment on Oct. 5, and disclosed that at the first conversations, on Oct. 12, 
it quickly became evident that the Soviet had vital territorial demands 
to make. A map of England was included, showing equivalent demands, 
in imaginary proposals to Great Britain by a neighbouring State some 
40 times stronger that she should cede the Channel Isles and part of 
Norfolk, allow the Orkneys and the Isle of Wight to be fortified by a 
foreign Power, hand over Southampton as a naval and air base, and 
destroy most of her important defences. 

The Finnish counter proposals were recorded in detail, and it was 
emphasized that the Government had observed the greatest secrecy 
throughout the discussions, and consulted no third Power. In the end 
they were willing to accede to nearly all the proposals except that for the 
establishment of a Soviet naval base at Hangé, which would have meant 
the complete strategic domination of the country. 

It concluded with an account of the propaganda campaign against 
Finland, the false allegation of a frontier incident on Nov. 26, the last- 
minute efforts of Finland to reach a settlement by negotiation, the 
denunciation by Russia of the non-aggression pact, and the efforts of 
America to save peace. 

Dec. 30.—The first contingent of Danish volunteers arrived in Hel- 
sinki. 

Dec. 31.—The Prime Minister issued a statement in which he declared 
that the Soviet attack was of world historical significance, adding, “‘it 
has revealed the catastrophic danger into which Western culture, which 
is based on liberty of mind, liberty of the individual, and liberty of 
nations, has fallen’. Bolshevism was using the war in the West to 
spread its doctrine by violence, and, “‘so far as Finland is concerned, the 
Bolshevist attack is a mere episode in that, for geographical reasons, 
we have become the first victim of the aggression, but its world signifi- 
cance lies in the circumstance that we represent the first stage in the 
striving of Bolshevism to impose its doctrine by violence on the whole 
world. 

“Those who sit to-day in their peaceful homes, feeling an expressed 
sympathy for us, may to-morrow be in our position unless the landslide 
can be stopped before it gathers momentum. If the war between Euro- 
pean Great Powers continues, the victims and suffering it claims will, 
in each of these countries, undermine the social structure and prepare 
the soil for the spread of Bolshevism. 

“For this reason, the present situation demands of them the closest 
possible scrutiny of all possibilities of warding off the threatening com- 
mon danger. 

“Finland has against her will, under compulsion, exchanged the 
modest part which is rightly hers for that of an important character on 
the world stage. So far she has played her role well. ... We have 
shown that the fate of Western civilization is, after all, not hopeless. 

“As time goes on, if we are left to our own resources our role will 
naturally exceed our powers. Against the ever-fresh masses of material 
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hurled against us from endless stores, the same Finnish battalions will 
stand on our side, with the same limited and deficient ammunition. But 
we know that the hearts of the civilized nations are with us, and that 
before long their hands will be helping us. 

“What has so far happened has given us the complete assurance that 
help will be forthcoming, that it will come on a sufficient scale, and that 
it will come in time.” 

Jan. 1, 1940.—President Kallio, in a New Year broadcast to the 
people, said that in the next few days the Russian troops would meet 
detachments of foreign volunteers on the Finnish front, and this front 
was the only effective place for countering Russian schemes of aggrand- 
isement. He appealed for active assistance from abroad. 

Broadcast by the Minister in Paris. (See France.) 

Jan. 5.—The press announced the arrival of the first contingent of 
Swedish volunteers. 

Jan. 6.—The Minister of Education stated that there were about 
400,000 refugees who had been evacuated from danger areas living in 
farmhouses, public buildings, etc., in various parts of the country. All 
the schools were closed, and education was at a standstill, except for the 
organization of voluntary group lessons in places where teachers could 
be found. 


THE RUSSO—FINNISH WAR 
December 26 


The Finnish communiqué stated that in the Lieksa sector “operations 
moved to the other side of the frontier’. In the successful offensive at 
Aglajarvi the booty was stated to include 6 field guns, 8 anti-tank guns, 
8 tanks, and several machine guns. The Finns were reported to be 
near Aithojoki, close to the frontier. 

The Red aircraft which flew over Helsinki on Dec. 23 dropped 
leaflets with a message from Kuusinen exhorting the workers to join 
“Finland’s only legal government” by 1 o'clock; otherwise the capital 
would be laid in ruins. 

It was believed in Helsinki that 14 Red machines had been shot down 
on Dec. 24, and several more on Dec. 25. 


December 27 


The Finnish advance from Lieksa was reported to have reached 
Lake Ruua, with advanced patrols along the Lieksa river on Soviet 
territory. 

In the Suomussalmi sector the Finns made further progress towards 
Raate, 15 miles from the frontier. 

Soviet aircraft bombed Kemijarvi. 

Attacks by massed infantry and tanks were renewed against the 
Mannerheim Line, and the Finns claimed to have repulsed three assaults 
within 24 hours. 

The Finnish rear defences were shelled by 8 in. guns from some 25 
miles away. 


December 28 
The Finnish communiqué reported fierce hand-to-hand fighting on the 
frozen Suvanto River, and the destruction of 2 enemy companies, after 
which the Russians retired. 
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Several places were raided, and 9 Soviet aircraft shot down. The 
Kotka region was bombed heavily, and an attack made on the Hangé 
naval base. 

December 29 


The first air-raid alarms in the war sounded in the night in Helsinki, 
but no bombers reached the city. Two bombs fell in the outskirts, 
causing no damage. 

Russian attacks on the isthmus continued, and fresh fighting was 
reported from the Salla sector. 

The Finnish News Agency stated that reports had reached Helsinki 
of fighting between Russian infantry detachments, and of the bombing 
and machine-gunning of Red soldiers by their own aircraft. 

Patrols of Finnish ski runners were stated to be operating behind the 
Russian forces which were attempting to reach Kemijarvi, and to have 
cut the railway to Murmansk at three points. 


December 30 


The Finnish communiqué stated that enemy attacks on Lake Suvanto 
and in the Kitela sector, north of Ladoga, had been repulsed. 

At Kuhmo, in the Rieski sector, the Russians were pushed back to 
the frontier. 

Rovaniemi was raided, and an ambulance train machine-gunned. 


December 31 


The Finnish communiqué reported the virtual destruction at Kianta- 
jarvi, near Suomussalmi, of a division of Soviet troops, and the capture 
of 27 guns, 11 tanks, 150 lorries, and 400 to 500 other vehicles. The 
Finns had swept round each side of Lake Kianta and attacked the 
Russians in the flank. The victory was described in Helsinki as the 
culmination of the counter-attack in reply to the Russian attempt to 
cut Finland in two. 

Immediately north of Ladoga the Russians had advanced some 40 
miles, and were reported to be well inside the Finnish positions. 

In the Salla region both sides were stated to be concentrating large 
forces, and the Russians made many air attacks. 

Hangé was raided several times, and a hospital destroyed, and at 
Tampere aircraft flew low and used their machine guns. Turku (Abo) 
and Hyvinkaa, a textile factory town, were also raided, and at Vaasa, 
on the Gulf of Bothnia, some 300 bombs were dropped, and much 
damage done. 

January 1, 1940 


The Finnish communiqué reported the repulse of a violent attack by the 
Russians in the Taipale sector of the isthmus the previous day. It also 
stated that Russian aircraft had dropped 2 bombs on the Pasvig River, 
inside Norwegian territory. Towns in the centre and south, including 
Oulu and Turku, had also been raided, 6 of the raiders being brought 
down. At Turku the castle was bombed and burnt in an attack by 30 
Russian ’planes. It was the 10th raid on the place. 

At Jyvaskyla Russian aircraft dropped leaflets demanding the fall of 
the Cajander Government, and half a minute later bombs were dropped 
and people in the streets machine-gunned. 

After the victory at Lake Kianta, a fourth Soviet regiment, which 
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had been kept in reserve between the lake and the frontier, was reported 
to be retreating to Juntusranta. (Two regiments each 4,000 strong 
were destroyed in the fighting and a third had been defeated early in 
December when trying to skirt the lake on the south.) 


January 2 

The Finnish communiqué reported violent attacks by a reinforced 
Russian Army of some 200,000 men in the isthmus, but claimed to 
have beaten them off. Reports from Viipuri stated that a fierce 
blizzard had brought the fighting to a standstill. 

Three Russian aircraft made forced landings in Finland, and 7 
of their bombers had been brought down the previous day. Finnish 
aircraft raided the Soviet base of Uhtua, and also made flights over 
Murmansk. 

It was emphasized, in Swedish reports of the recent fighting, that the 
Finnish success at Lake Kianta and the thrusts at Kuhmo and along 
the Lieksa River had relieved the pressure against the railway from 
Joensuu to Nurmes and Oulu. 


January 3 

Soviet aircraft bombed Turku, Hangé, and Kemi, and Finnish 
machines attacked the Russian base at Liinahamari. 

A Finnish official summing up of the situation gave the number of 
Russian tanks destroyed or captured as 400, and of aircraft brought 
down as 150. 

Russian prisoners were reported to have said that Political Com- 
missars were giving orders for troops to be machine-gunned from the 
rear if they hesitated to attack. Three Soviet parachutists were 
captured on the isthmus, and were found to speak perfect Finnish. 


January 4 


The Finns reported the cutting off of a Russian battalion which had 
been sent to make contact with the forces at Suojarvi and the remnants 
of those defeated at Tolvajarvi. They blew up bridges in the enemy’s 
rear and isolated the whole Red force in the Loimola district (between 
Tolvajarvi and the northern point of Lake Ladoga). 

The Finns also reported that among the stores captured in the Lake 
Kianta victory were large sums of money, including 92,000 Finnish 
marks, and many personal belongings. 

The Russians attacked the forts on Mantsi and Konuvitsa islands, in 
Lake Ladoga, by motor-sled over the ice, and also tried to approach 
some of the Finnish forts on the western shore. (The Lake was icebound 
on a considerable stretch from the Finnish shores.) 

Russian tugs carried large numbers of troops and many armed 
motor-sleds to the edge of the ice bordering on the Finnish shore. 

The Finns claimed to have beaten off all attacks, and also reported 
that the batteries at Koivisto had prevented Russian attempts to land 
over the ice in the Gulf of Finland. 


January 5 
Severe fighting was reported from Salla, but all news from the area 


was severely censored. Russian thrusts against Aittojoki and Kuhmo 
were also reported. 
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On the isthmus the Russians were stated to be digging themselves in 
opposite the Mannerheim Line. 

Nine Soviet aircraft bombed a village and paper mills between 
Viipuri and Lahti, and also raided Turku and Hangé. 















































mal January 6 
1 to The Finns reported the destruction of 8 out of 9 Russian raiders 
ree over Utti, a town east of Kouvola, and stated that at least 16 had been 


brought down in 2 days. 
17 Press reports from Rovaniemi stated that ski patrols had pushed 
‘ish forward as far as Kandalaksk, the Soviet base on the White Sea. 
ver The Russians retreating on the Eastern front towards Juntusranta 
were stated to have abandoned large stores of medical supplies, as well 
the as 11 tanks, 2 guns, 30 lorries, etc. 


yng 


-_ January 7 


The Finns reported that their artillery had dispersed a Russian 
column on the march and a supply column in the isthmus, where the 
enemy were digging themselves in and setting up barbed wire entangle- 

ish ments. 

On the eastern front an enemy attack at Aittojoki was beaten off, 
of and in the Salla sector an attempt by an enemy ski detachment to 
‘ht outflank their forces was defeated, and over 300 dead left on the field. 

Russian aircraft bombed Turku and Kuopie. Estimates by neutral 


n- observers placed the Russian losses since the war began at over 50,000 
he killed, and many more than that wounded. 
Te 

January 8 


The Finns reported the complete destruction east of Lake Kianta 
of the 44th Russian division, with the capture of 1,000 prisoners, 


ud 102 guns, 43 tanks, 278 motor cars, 20 tractors, 10 armoured cars, 

ts 75 machine guns, 1,170 horses, and much equipment and ammunition. 

’s The division concerned had had the task of relieving the 163rd 

on division, destroyed at Lake Kianta a week earlier. It had remained 
near Raate during the battle and then attempted to advance towards 

ce Suomussalmi, too late to be of assistance. 

sh Engagements on the Petsamo and Salla fronts were reported, in 


Helsinki, to have yielded booty which included 20 tanks, 15 field guns, 
a battery of howitzers, 24 anti-tank guns, over 100 machine guns, 200 
lorries, and many cars, rifles, etc. 

The Finnish success was prepared by the action of small squads 
which pierced the Soviet lines and destroyed the railway the Russians 
had built between Uhtua and Suomussalmi. The Russians were 
short of food and supplies, and many were frozen to death. 

The Finns also reported the destruction the previous day of 9 Russian 
‘planes by 2 fighter aircraft over the Mannerheim Line. 


FRANCE 

Dec. 27.—Indian units landed at a Mediterranean port. Sir Samuel 
Hoare and Lord Hankey arrived in France and met several French 
Ministers in Paris. 

The Paris Courts ordered the seizure of the property of 41 unions 
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and organizations controlled by Communists. They included the Paris 
postal workers and the Northern Railways. 

A decree was published regulating the manner of settling debts 
owed by Frenchmen to Germans. 

Dec. 28.—The Senate approved by a unanimous vote of 303 senators 
the War Budget of 80 milliard francs (say £450 million) after the 
Minister of Finance had outlined the principles which would guide the 
Government in their financial war policy. The fundamental problem 
had become that of making the country capable of supporting the 
devouring Moloch, war. Everything, of course, would have to be paid 
for, because that was an indeclinable law. Francs would have to be 
found for payments at home, and foreign currencies for payments 
abroad. 

He recommended the public to economize and purchase armaments 
stocks. Production should be directed to supplying the army and to 
export, rather than be lavished on home consumption. Public depart- 
ments must give the example of economy. 

The rule would be applied of trying to meet all increase in civil ex- 
penditure by taxation, and that in military expenditure by borrowing. 

The State was condemned to devour riches, on one hand, and the 
people were obliged to make a greater effort to produce as well as to 
accept privation. Overwork and privation, such was the law of war. 
The sacrifices would be equalized as far as possible. The French instinct 
for economy coincided with the interests of the country, provided the 
savings were invested in war loan. Savings, however, would not suffice; 
hence the appeal to production for export, and he uttered the warning 
that “if, during the period of war, every Frenchman consumes all that 
he earns, if no Frenchman subscribes to the armaments bonds, it should 
be well understood that the war will be lost’’. 

M. Reynaud went on to say that the foreign exchange problem had 
been immensely facilitated by the agreement of Dec. 4 with Great 
Britain, since it had opened the immense zone of the British Empire to 
France in which to make purchases without transferring gold. 

He explained that the proportion of participation in war expenses of 
3 for Britain and 2 for France (in the agreement) did not apply to the 
general war expenses, but to certain important items such as the Polish 
Army’s demand for 34 milliards this first year, and the help being given 
to Finland. The essential part of the agreement was the monetary and 
economic provision by which the agreement would pave the way to the 
reconstruction of Europe. 

Exchange, price, and salary control were necessities of the moment, 
but these restrictions were limited, and “we preserve the possibility of 
recovering liberty. The strength of France’’, he declared, “‘is neither 
the fear of State nor of party, nor the fascination of a man, but the free 
will of service to the nation”. He concluded: 

“It must not be thought that all to be done is to wait patiently for 
victory. It is not patience but ardour that is reeuired. Time is a neutral 
that must be annexed. The enemy, whose divisions are massed on our 
frontier and whose aircraft are only an hour distant, endeavours to dis- 
arm our will. We have a superiority in war potentials. What the 
democracies have lacked during 20 years to win peace has not been 
material means, but lucidity and daring. Our will must be firmer than 
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the enemy’s, our union more total. Then, whatever form the war may 
take we shall win.” 

Dec. 29.—The Senate approved unanimously military credits of 
259,000 million francs (already appropriated) and a further open credit 
of 55,000 million for the first quarter of 1940. 

M. Daladier in asking for the credit, paid a tribute to the Army, fight- 
ing for France and for the spiritual values of civilization. The effort 
required was without precedent in French history. 

In a reference to the part played by Britain and the Empire he said 
that nothing would stop a movement responding to the deep convictions 
of the British conscience. 

Dealing with the credits he then emphasized the necessity of speeding 
up armaments, because in modern war the machine was master, and the 
Army must have the best modern weapons. Troops still counted, how- 
ever, and the close association of the British and French Empires pro- 
vided vast resources of man-power. 

He then referred to other aspects of the union between the two 
nations, and went on to say that this union was open to all; for her part, 
however, France would never lay down her arms without positive and 
material guarantees. He suggested that federal links might be estab- 
lished between the British and French Empires; that the Anglo-French 
economic, financial, and military co-operation was only a beginning; and 
that the federal system, if inaugurated, might be opened to other States. 
“I believe,” he said, ‘that the new Europe must be endowed with a 
wider organization than that which exists at present. We must increase 
international trade, and perhaps envisage federative bonds between 
various European nations. We are ready, for our part, to collaborate 
with all those who pursue the same aims as we do.”’ 

M. Daladier revealed that the credits included provision for the con- 
tinuance of the construction of 3 battleships of 35,000 tons, “since the 
mastery of the sea is a capital factor in victory, as this war is again 
proving’. 

Dec. 30.—A trade agreement with the Belgian Customs Union, i.e. 
including Luxembourg, was concluded in Paris, under which France 
accorded to Belgium credits for industrial and agricultural imports. 

The Commissary-General of Information broadcast an address to 
Great Britain in which he said that ‘“‘we Frenchmen have the satisfac- 
tion of saying that destiny has given us, in the task of the rescue of 
Europe, and doubtless of the world, a comrade we would ourselves have 
chosen as ally, the British nation”. They would have chosen England, 
both for her material and moral strength and for the tenacity with 
which, once aroused, she envisaged only the destruction of the enemy; 
because of relationships in human responsibility which, throughout 
histories differing totally, had served the same cause of national and 
individual liberty; and because England made a noble sport of war. 

““May each nation awake on New Year’s Day,” he concluded, “‘with 
an ally worthy of herself.” 

Dec. 31.—Parliament rose, after a late sitting in which the ordinary 
war Budget was adopted unanimously. The figures were: Revenue, 
79,961 ,183,112 francs (say £457 million), and expenditure, 79,889, 137,098 
francs. 

Jan. 1, 1940.—In a New Year message to General Gamelin President 
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Lebrun said the nation’s Forces were fighting ‘‘for a cause truly holy: 
national security, the liberty of peoples, civilization, and right’’. 

The Finnish Minister in Paris broadcast an address in which he de- 
clared that his countrymen would prove worthy of the sympathy and 
help their misfortune was arousing. Their troops felt they were the 
advance guard of Western civilization. 

Through railway traffic with Spain was reopened, after being sus- 
pended since July, 1936. 

Jan. 3.—The Government’s reply to the League inquiry re help 
for Finland stated that France intended, within the framework of the 
Covenant and on the lines of the contemplated resolutions, to carry out 
her duty to Finland. 

The Government were not only carrying out this duty to the utter- 
most possible extent, but were also ready to co-operate with other 
Powers, whether Members of the League or not, which were prepared to 
act on the League’s recommendation. 

Jan. 4.—The press considered that Mr. Roosevelt’s Address indicated 
coincidences of views between Washington, London, and Paris amount- 
ing to moral and economic solidarity, and an almost complete identity 
concerning the conditions necessary for peace. 

These were felt to be very important results; in fact, a great moral 
victory for the Allies. 

A double agreement was signed in Paris, providing for the recon- 
stitution in France of the land and air forces of the Polish State. 

Jan. 8.—A commercial and financial agreement between Britain, 
France, and Turkey was signed in Paris. 


GERMANY 


Dec. 26.—It was announced that Herr Hitler had “‘spent the Christ- 
mas holiday with his soldiers’”’. 

Dec. 28.—The Berliner Nachtausgabe, referring to British and French 
help for Finland, said that Great Britain hoped to open a way for her- 
self to Sweden’s ore-bed. It also warned neutral countries against 
participating in anti-Soviet propaganda, which had been sharpened 
during the previous week. The British and French activity, it said, was 
only aimed at turning the neutrals against Germany. 

Dec. 29.—The News Agency announced that the Government had 
protested against Great Britain and France using for war purposes the 
Mandated Territories entrusted to them. A Note to the neutral 
countries represented on the Mandates Commission pointed out that the 
Territories were not under British or French sovereignty. The task of 
the Mandatory Powers was, rather, gradually to lead these Territories 
to independence and, above all, to preserve peace in those Territories. 

The Ministry of Propaganda prohibited the sale of all foreign papers 
and periodicals printed in German, except purely scientific journals. 
The New York Herald was banned by the censor. 

Reports through Danish channels stated that it was believed that a 
fresh exchange of views between Berlin and Moscow had taken place 
during the previous few days, and that there was complete agreement 
between them; any help given to Finland through Norway or Sweden 
would be regarded as a breach of neutrality. 

The press declared that there was great danger that the Northern 
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countries might become involved in the war through the decisions taken 
at Geneva for help to Finland. In no circumstances, however, would 
Germany allow herself to be taken by surprise by the march of 
events. 

Der Sttirmer deciared that Sweden was now a political field for the 
Jews, who were working to involve the Swedes in war against Germany 
and Russia. 

The Borsen Zeitung, in an article headed “Japan’s Geo-political 
Imperative’, made a plea for ‘Eurasian solidarity’’ (Eurasia being 
composed of Germany, Italy, the U.S.S.R., and Japan). Japan had 
grasped the fact that, in spite of her splendid Navy, it was impossible 
for her to secure her position as a great Power of the Western Pacific as 
long as she was not economically independent of Western sea power. 
She had therefore been taking certain economic and political steps in 
that part of Eurasia allotted to her. These steps had entailed heavy 
sacrifices, and she saw in recent American threats a new justification 
for her mission. It continued: 

“Japan is threatened by similar dangers and faced by similar tasks 
as Germany and Italy. They entail, on the one hand, a natural interest 
in mutual growth, success, and strength in opposition to the capitalist 
Powers of the West who deny their Lebensraum and natural develop- 
ment. On the other, they entail the solidarity of the great Eurasian 
living space.” 

That was why the Western Powers endeavoured to prevent a 
Japanese-Soviet understanding, and persuaded Italy of insurmountable 
differences with Soviet Russia. 

Dec. 30.—The Bérsen Zeitung, commenting on the banning of the 
Neue Basler Zeitung, said that even if it were true that some of the 
articles in that paper did reflect the German viewpoint, this would only 
have been a modest fulfilment of the principle of hearing both sides, 
and declared, ‘‘these things have to be added up, and we are taking 
note of them”’. 

The wireless bulletins contained an allegation that 5,437 Germans 
had been murdered by Poles up to November 15. 

Reports from Danish sources stated that the Papal Nuncio had been 
received at the Wilhelmstrasse six times during the previous week, and 
had drawn attention to the importance of a limitation of the war. 

Dec. 31.—In a New Year message to the people and the fighting 
forces Hitler declared that National-Socialism had thrown off the chains 
of slavery one by one, and at last, in the union of Germans in Great 
Germany, had “experienced the crowning of unique efforts and a 
millennial longing’. These measures had injured no one; they had only 
given the Germans what other nations had long possessed. Yet Jewish 
international capitalism, together with social reactionaries in the Western 
States, had managed to incite the democratic world against Germany. 
He then recapitulated the four major successes of 1939, the fourth being 
the Pact of Non-Aggression with Russia. The efforts of the plutocratic 
statesmen of the West to induce Germany and Russia to bleed each 
other for the benefit of third parties were thereby nipped in the bud; 
and that this political development could be so successful was due 
exclusively to the internal reformation of Germany by National- 
Socialism. 
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The German people did not want this struggle, and he went on, “Up 

to the last moment I tried to offer German friendship to England and, 
moreover, after the settlement of Poland, proposals for a long-term 
guarantee of the pacification of Europe. . . . But the Jewish and reaction- 
ary warmongers in the capitalistic democracies had been waiting for 
years for the hour they had prepared, and were not willing to relinquish 
their plans for the destruction of Germany. These gentlemen, these war 
profiteers want war, and they shall have it’’. 

Germany therefore had a clear war aim: ‘‘Germany and Europe must 
be freed from the violence and perpetual threats which have proceeded 
from former and present-day England. ... We are fighting not merely 
against the injustice of Versailles, but to prevent a still greater injustice 
which is to take its place. We are fighting for the creation of a new 
Europe for, unlike Mr. Chamberlain, we are convinced that this new 
Europe cannot be created by the senile forces of a decaying world.” 

Field-Marshal Goring, in a proclamation, said that ‘“Now the concen- 
trated power of the Reich is turned against the enemy in the West, the 
enemy whose brutal will to destruction has forced this war upon us. 
Thus the hour struck when, in defence of the sacred vital rights of our 
people, the Fiihrer had to give the word—fight and victory”. 

He went on to say that the “brazen law of war” determined the com- 
munal life of their people. Under this law the whole German economic 
life had been formed. The home had become armourer and source of 
strength for the front. The material burdens of war would be shared on 
the principle of social justice. 

The conversion of peace economy into war economy had been 
effected quickly and surely. New sacrifices were inevitable, but they 
would not shrink from them. Their motto remained; ‘Fiihrer, command: 
we follow.” 

An Order of the Day to the Forces issued by Hitler stated that in 1939 
they had wielded victoriously “in the war forced upon us” the arms 
entrusted to them by the Government, and “in barely 18 days it was 
possible through the collaboration of all to restore the Reich’s security 
in the East and abolish the injustice of Versailles. . . . Before us lies the 
most difficult struggle for the existence of the German people’”’. 

Admiral Raeder, in a message to the Fleet, declared that ‘‘the Navy 
has proved that it is able to find the enemy and strike him. The Navy 
will do its duty in the coming year, faithful to its great tradition, con- 
fident in God . . . and in the firm belief in victory.” 

General von Brauchitsch said that the spirit and strength of the 
troops “‘give us the certainty of final victory’, and referred to the 
Army’s “unshakable trust in our just cause’’. 

The Vdlkischer Beobachter published an article by Field-Marshal 
Géring, who said the Air Force would ‘‘strike at Britain with such an 
onslaught as has never before been known in the history of the world, as 
soon as Hitler orders counter-measures to the British blockade’. No 
land in the world was so vulnerable from the air as the British Isles. 

Dr. Goebbels, in a broadcast, said 1940 wou!d be a hard year, and 
that victory would not come as a gift. The nation would have to keep 
itself constantly at fighting pitch. 

Jan. 1, 1940.—Herr Hitler telegraphed to Signor Mussolini express- 
ing, ‘‘in friendly obligation’’, his heartiest good wishes, adding, ‘“‘May 
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in the coming year also . . . full successes be granted to Fascist Italy allied 
to National-Socialist Germany in the solution of its national conflict’. 

Signor Mussolini’s reply. (See Italy.) 

A semi-official statement announcing the cancelling of the New Year 
diplomatic reception declared that Nazi Germany was misunderstood 
abroad. ‘“‘This’’, it said, ‘‘is largely because individual notions and im- 
pressions are attached to German conditions and personalities. The 
idea that the German nation is influenced by thoughts of peace at the 
beginning of the year is based on this lack of understanding. 

‘“‘A more correct view . . . is that the German people is inspired by the 
conviction that the fight for the freedom of the Great German Reich 
must be led to a victorious conclusion without regard of the further 
sacrifices that may be demanded of it.” 

Jan. 2.—Authoritative statements made in Berlin to a gathering of 
the foreign press included a threat that Germany might enter the 
Russo-Finnish war if British troops appeared on Finnish soil or if Allied 
shipments of munitions reached “‘decisive proportions’. Germany, it 
was stated, was watching very closely what kind of aid Britain was 
giving to Finland. She considered that the Western Powers merely 
wanted to use Finland as a pawn in the game against Germany. 

Reports from Danish sources stated that the Government had been 
asked by Stalin to send to Russia 200,000 experts, engineers, etc., to 
reorganize the economic life of the Union, especially as regards the 
railways. 

Danish reports stated that a High Official of the Wilhelmstrasse 
had summoned correspondents of the neutral press and told them 
that the Government had presented a sharp Note to Sweden shortly 
before Christmas stating that Germany would not tolerate any 
“Swedish co-operation with the Western Powers in their attempt to 
set up bases in Scandinavia”’. 

The Minister of Economics, speaking at Salzburg, appealed to every- 
one to save, pointing out that savings did not belong in the hoarders’ 
stockings, but in the banks, and that money must circulate. 

He drew attention to the abysmal difference between the “brutal 
methods” by which the war was being waged by England and the 
correct behaviour of Germany, which was observing “‘all the written 
and unwritten laws of humanity and decency’’. England’s treatment 
of neutral countries was ‘“‘unjust and inconsiderate’’, forcing them to 
become “‘allies against their will’. The Allies, also, were buying up 
materials abroad “‘even far more than they actually require them- 
selves”. After the war the small countries would have to pay England 
usurious prices for the accumulated stocks which the powerless neutrals 
would be unable to obtain elsewhere. Thus England was trying to 
force the neutrals ultimately to foot the bill for the war. 

In contrast to that of Britain, Germany’s attitude to the neutrals 
was governed by a desire for an honourable understanding. 

He then announced that a special savings system was being worked 
out for the war period, declaring “after the war the value of your 
savings will be of especial importance. National Socialism declines to 
pay the cost of the war by means of the printing press. . . . You may be 
sure that the State leadership will demand from the German people 
only those sacrifices which are necessary to prosecute and win the war. 
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All our sacrifices are negligible compared with the distress imposed 
upon us by the Treaty of Versailles’. 

Jan. 3.—It was denied in Berlin, both in official and Swedish 
quarters, that a Note had been sent to Stockholm intimating that the 
Reich would not remain neutral if Sweden allowed the passage of war 
material from the Allies to Finland. Germany’s attitude remained 
unaltered; she did not wish to interfere. 

The Diplomatische Korrespondenz, however, declared that a local- 
ized conflict was not good enough for British interests. “It is 
hoped in London and Paris”, it said, “by an extension of the conflict, 
to punish Russia for her lack of docility in the policy of encirclement 
and at the same time—of even greater importance—to hit Germany 
economically. ... Whether it is in the Baltic or in the Balkans, or on 
the borders of the Black Sea, everywhere the Anglo-French war spirit 
is scanning the horizon for possibilities of new war blackmail and 
incendiarism.”’ 

Reports from Swedish sources quoted a responsible German in 
Berlin as saying, “The Russians have shown their military mettle. 
Consequently their blackmail tactics against us are now finished; we 
do not fear the Russians any more’. 

A Brussels report was published in the press alleging that France 
intended to send 10,000 men to Finland. 

Danish press correspondents also reported that officials in Berlin 
declared that Germany would in no circumstances be a passive spectator 
while other Powers, “‘under the pretence” of helping Finland, were 
securing strategic advantages for themselves in the Northern countries 
for their war against Germany. “Political circles” felt convinced that 
there was a positive British-French scheme for securing political points 
of vantage in Sweden and Norway, and that England intended to 
establish bases there. Even if she claimed no more than the right to 
keep a naval representative in one of the northern ports that would be 
sufficient to compel Germany to take an active part. 

The News Agency denied the report that Stalin had asked for military 
aid, and also denied that Germany was helping Finland with munitions. 
Both reports, it declared, had their origin in British attempts to “win 
over the neutrals”. 

Jan. 4.—It was announced that Field-Marshal Géring had assumed 
supreme control of the industries serving the war and all Government 
Departments concerned with war economy. 

Representatives of all these formed a General Council for War 
Economy under his presidency, with State Secretary Kérner as his 
deputy. 

The latter, writing in Vierjahresplan, said that, to counter the British 
blockade with well-thought-out moves, war economy policy must be 
adapted to new possibilities. Three conditions were essential: 
(1) Unequivocal power to give the necessary orders and authoritative 
control of the whole war economy; (2) closest collaboration of all 
Departments occupied with war economy questions; and (3) the 
disciplined and intelligent collaboration of the whole nation. 

He also said that Géring would make use of the competent Ministries 
and the organization and services of the Four-Year Plan. 

The Nattonal Zeitung declared that the unification of the economic 
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leadership of the war in the Field-Marshal’s hands merely gave an 
added polish to the shining armour of German war-preparedness. 
There was no question of its being anything like a step taken to meet 
any special emergency. The Allies, on the other hand, were still faced 
with the difficulties of transition from peace to war. 

The Frankfurter Zeitung, in an article by Dr. Kircher, said that in 
Europe to-day “there is not only a duel in progress between Germany 
and Britain, but the longer the war goes on the more our Continent and 
the surrounding countries affected will be transformed by gigantic 
currents which are more important than the exchange of blows between 
the duellists. Problems will arise which—altogether in the spirit of 
Signor Mussolini’s declarations—will make the present war stand out 
as even more absurd than we find it to-day”’. 

The Director of the Imperial Office of Coalmines was invested with 
dictatorial powers, and entrusted with the task of reorganizing coal 
production, distribution, transport, and consumption. 

The press published only short extracts from President Roosevelt's 
Address, and some papers represented his remarks about the dangers to 
small nations and world trade from vast and powerful military systems 
to be references to the British blockade, British ‘control of the small 
nations’, and British attempts to extend the area of the war. 

Jan. 5.—The Bérsen Zeitung, in an article by Dr. Megerle, its 
diplomatic correspondent, declared that the Allies had again gathered 
the neutrals round them at Geneva, in order to compromise them by 
discussing their war plans against Germany. It went on, “We do not 
believe that the withholding of votes, the silent acquiescence in anti- 
German speeches, the making of formal reservations, and other shilly- 
shallyings are sufficient to justify in the eyes of Germany and her 
friends the attitude of neutral members of the League to the Franco- 
British abuse of their power. Anyone who has already accepted com- 
placently so much from the Western Powers, through the blockade and 
passive participation in anti-German war measures, and who neverthe- 
less, as a ‘so-called neutral’, remains in this now purely Anglo-French 
organization should realize that, as things are, whether he likes it or 
not, this means complicity with one of the parties at war’. 

The National Zeitung, referring to Field-Marshal Géring’s new powers, 
said the new dictatorship had aims other than economic. The intention 
was that power over all Germany’s trade and industry should be so 
centralized that military actions could be prepared at any moment in 
the economic field. 

The Reichsbank return for the last week of December showed that the 
note circulation rose by 798 million to a new record of 11,797 million 
marks. (At the end of July the figure was 8,989 million.) 

In addition, about 1,000 million of the old Reutenbank notes had 
been put into circulation during the last 3 months of the year. 

Reports from Danish sources stated that responsible circles in Berlin 
claimed to have proof that British officers had arrived recently at 
Gothenburg to study the possibility of landing British troops; also that 
military representatives of the Allies had arrived at Haparanda, and 
French officers at a port in northern Norway to study the possibility 
of landing 10,000 Chasseurs Alpins. 

The Frankfurter Zeitung called attention to the fact that some of the 
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factories in the battlefield area in Finland were German-owned, pro- 
ducing such things as sulphite fibre needed by the German textile 
industry. 

Jan. 6.—An innkeeper in Hamburg was sentenced to 3 years’ hard 
labour for listening to foreign broadcasts and allowing his clients to do so. 

The radio stations announced that all workers in the Siegfried line 
who were on leave must return to work on Jan. 7 and 8, and would 
be taken there by special trains. 

Jan. 7.—The Lokal-Anzeiger stated that “Britain wants to involve 
Sweden in the war so as to extend her blockade to Germany’s northern 
flank and cut off Swedish ore supplies. Sweden is being prepared to 
sacrifice her skin for Britain. Again a comparison with Poland seems 
inevitable’. 

Press attacks on the Northern States continued, the main accusa- 
tions against them (according to reports from Danish sources) being 
that they compromised their neutrality by belonging to the League 
and that the reservations which they took at the last meeting at Geneva 
had proved to be worthless. It was also maintained that England and 
France would give them the same guarantees as Poland, but the moment 
those guarantees were accepted the Scandinavian States immediately 
renounced their neutrality. 

Comment on Mr. Hore-Belisha’s resignation in the press in general 
was to the effect that one war-monger had been replaced by another, 
and that there would be no change in what was described as ‘‘the 
British Government’s policy of brutal violence towards Germany and 
the rest of Europe’. 

Mr. Stanley was described as ‘‘Judenknecht’’ and represented as 
one of the leading exponents of the economic encirclement of Germany 
while he was at the Board of Trade. 

Jan. 8.—Reports from Swiss sources stated that war material from 
Italy destined for Finland was being held up in German Baltic ports, 
on the ground that even indirect support of Finland was not in accor- 
dance with Germany’s policy of neutrality in the war. 

The military authorities withdrew the facility which Dutch residents 
near the frontier had of crossing to the German side on presentation 
of their Dutch passports, and the local cross-frontier traffic was re- 
duced to a minimum. 

Reports from Danish sources stated that Géring’s first task as 
Chief of the Economic War Council would be to raise 50,000 million 
marks annually. 

The ordinary revenue of the Reich was estimated at 22,000 million 
a year, and none of the 50,000 million for the war was covered by this. 

A military communiqué announced the interception by patrol vessels 
of parties of Poles of military age who were on their way to England 
or France via the Baltic States. 

Reports from Dutch sources stated that a new Army H.Q. had been 
established at Recklinghausen, and that heavy artillery positions had 
been prepared near the Dutch frontier. 


GREAT BRITAIN 
Dec. 26.—The first contingent of Australian troops arrived in Eng- 
land—a squadron of the Royal Australian Air Force. 
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Dec. 27.—The Contraband Control reported the detention during the 
week ended Dec. 23 of 6,824 tons of goods destined for Germany, 
including 4,568 tons of petrol and oils, 660 tons of cotton, 614 tons of 
foodstuffs and beverages, 214 tons of fibre, and 212 tons of tin. 

A War Trade Agreement was concluded with Sweden, to adapt the 
existing trade agreement to wartime conditions to enable normal trade 
to be maintained as far as possible. A joint standing commission was 
to be set up at once, to meet periodically in London and Stockholm to 
supervise the operation of the arrangements contemplated. 

Dec. 29.—The Minister of Supply told the press that between Sept. 3 
and Dec. 19 the Ministry had placed contracts, other than continuing 
contracts for raw materials, worth £234 million. 

Dec. 31.—The second contingent of the Canadian forces landed at a 
west-coast port, and were welcomed by the Secretary for the Dominions, 
the Minister of Shipping, and other officials. 

Jan. 1, 1940.—The King signed a Proclamation directing that all 
male subjects not already registered under the National Service 
(Armed Forces) Act or under the Military Training Act, and who, on 
Jan. 1, had reached the age of 19 but not the age of 28, were liable to 
be called up. Men of 19 would not be calied up until they reached 20. 

The age groups specified applied to nearly 2 million men. 

The Ministry of Economic Warfare announced that Bulgaria, Greece, 
Rumania, and Turkey had been added to the list of consignee countries 
for which the Navicert system was available. 

The Board of Trade announced that the Import Licensing Depart- 
ment was now prepared to consider applications for licences to import 
any goods required for use in the re-export trade, and would also grant 
other facilities to assist the re-export trade. 

The Government, replying to the Secretary-General of the League on 
the subject of aid for Finland, stated that they intended to give all the 
assistance in their power. 

Jan. 2.—The London Gazette announced that part of Poland must 
now be considered as an area in enemy occupation. It comprised the 
region of Suwalkiand areas west of a line Kolno—Lomza—Ostrolenka— 
Malkin—Bug River, up to the south of Sokal, thence north of a line 
Rawa Ruska—Jaroslav, thence west of the San River to its source. 

Jan. 3.—The Contraband Control announced that in the week ended 
Dec. 30 they had detained 20,800 tons of goods destined for Germany. 

Jan. 4.—It was learnt that the Government had assured the U.S. 
Government that “in very exceptional circumstances’? German 
exports to the United States would be allowed to reach their destina- 
tion. 

The Minister of Shipping announced that, in the interests of the 
efficient conduct of the war, he had extended the policy of requisition- 
ing shipping to include all vessels on the U.K. and Colonial registers 
engaged in the deep-sea liner trade, from the date when they com- 
pleted their first discharge in the U.K. after the scheme came into 
operation on Feb. 1. (The scheme was not to extend to vessels on the 
Dominion, Indian, or Burma registers.) 

The system of requisitioning for full cargoes of cereals imported for 
the Ministry of Food on the North Atlantic route (introduced at the 
beginning of December) was now to be applied to the shipment of all 
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full cargoes of cereals, oilseeds, and sugar on Government account, and 
to the carriage of iron ore and certain other metal cargoes, as part of a 
general application of requisition to all tramp shipping. 

Lord Lothian’s speech in Chicago. (See U.S.A.) 

Jan. 5.—It was announced that Mr. Hore-Belisha had resigned his 
office of Secretary of State for War, and that he had declined the office 
of President of the Board of Trade, offered him by the Prime Minister. 

Lord Macmillan resigned the office of Minister of Information, and 
the following appointments were made: Secretary of State for War, 
Mr. Oliver Stanley; President of the Board of Trade, Sir Andrew 
Duncan; Minister of Information, Sir John Reith. 

It was stated in official circles in London that arms and munitions 
were being sent to Sweden for that country’s own use, and that clothing 
and equipment originally intended for the British Army were being 
sent to Finland. 

Jan. 8.—Rationing came into operation, to apply to bacon and 
ham, butter, and sugar. The allowances were 4 oz.: 4 oz.: and 12 oz. 
respectively. 


HUNGARY 

Jan. 1, 1940.—Navigation on the stretch of the Danube in Hungary 
was suspended owing to ice. 

Jan. 5.—Count Csaky in Italy, and press references to Hungary’s 
policy and claims. (See Italy.) 

Jan. 7.—Official communiqué re Count Csaky’s talks with Count 
Ciano. (See Italy.) 


INDIA 


Dec. 26.—It was learnt that the Department of Supply had secured 
several large orders, including one for Rs 28 lakhs from Egypt, for steel 
huts, and had placed, in India, orders valued at Rs 50 lakhs during the 
past month. 

Jan. 2, 1940.—The Government authorized the formation of 5 new 
battalions of the Indian Territorial Force. 


ITALY 

Dec. 27.—Estimates published in Rome of the indebtedness incurred 
by the Government in connection with the transfer to Germany of the 
people of the Alto Adige gave a figure of about 6,000 million lire (over 
£65 million). This would be partly balanced by the sums in matks 
realized from the liquidation of Italian property in Austria, the Sudeten 
territory, and Germany. 

Dec. 28.—The King and Queen received Pope Pius XII in the 
Quirinal Palace. His Holiness gave his Benediction to the Royal 
Family, the members of the Government, and all those present, and 
invoked the Divine protection, “‘in order that that peace which, safe- 
guarded by the wisdom of the rulers, makes italy great, strong, and 
respected before the world, may become for the peoples which to-day 
—as it were, brothers turned into enemies—are fighting on earth, sea, 
and in the skies, a spur and incitement to future understandings, which 
by their substance and spirit may be a sure promise of a new order, 
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calm and lasting, such as it would be vain to seek outside the royal 
paths of justice and Christian charity”. 

Jan. 1, 1940.—Relazioni Internationali, reviewing the latter part of 
1939, said ‘“Russia to-day is engaged in a long, obscure battle in Finland. 
The three great Mediterranean peninsulas, Italian, Spanish, and Danu- 
bian Balkan, are bound together by a common civilization and destiny. 
If Bolshevism penetrated one of them the whole Mediterranean would 
be endangered’. 

‘“Mussolini’s policy’’, it added, “has not deviated a hair’s breadth, 
especially where Bolshevism is concerned”’, and Italy would never allow 
it to cross the Carpathian passes. 

The Stefant Agency declared that “if to-day ships can sail the 
Mediterranean, this is exclusively due to Italy. Let everyone recognize 
this truth with all due praise and gratitude to the Government of Rome’’. 

It referred to an article in a French military review on British and 
French naval mastery in the Mediterranean, and stated that Italy 
possessed such naval and air forces that she could control every 
corner of the Mediterranean, even the most distant, ‘‘and if certain 
circumstances arose, no one would any longer sail this sea without 
the consent of Italy’’. 

In reply to a telegram from Hitler Signor Mussolini said he recipro- 
cated the Fiihrer’s good wishes “‘with the same comradely cordiality”’, 
continuing, ‘‘I express to Nazi Germany the same wishes that you have 
expressed to me for Fascist Italy—i.e. that our two peoples may be 
able in unison to reach their aims and assure their future.” 

Jan. 3.—Signor Mussolini opened the “Centre for the Political 
Preparation of Youths”, established to produce men capable of con- 
stituting a Fascist governing class and thus to guarantee the continuity 
of the regime. 

The youths attending the centre were selected from those recom- 
mended by the provincial Party leaders, and the course of training was 
for 2 years. 

Jan. 4.—The press reported that of the 210,000 German inhabitants 
of South Tirol 185,365 had opted for Germany, i.e. 166,488 from the 
province of Bolzano, 16,572 from the bilingual zones of Trentino, 
Udine, and Belluno, and 2,305 from those provinces at present resident 
in other Italian provinces. 

Jan. 5.—Count Csaky arrived in Venice, accompanied by several 
Foreign Ministry officials. 

The Corrtere della Sera, referring to his visit, said Hungary was 
opposed to the bloc policy, although ready for any co-operation not 
directed against third parties. She was not disposed to make any 
promises which might mean new renunciations on her part—she 
refused to recognize the frontier with Rumania, and believed that the 
moment had come for calmly examining such a problem. 

The other two problems interesting Hungary were her relations with 
Yugoslavia, which had greatly improved, and would allow for a loyal 
collaboration between them, and her relations with Russia, in view of 
the fact that they now had a common frontier. She considered that the 
Carpathians marked the line beyond which the Soviets must not on 
any account penetrate into Europe; the mountains were therefore a 
definite frontier to be absolutely defended. 
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It was announced that by Jan. 15 food-rationing cards would be 
distributed to everyone by the local municipalities. 

Jan. 6.—Count Ciano had two discussions with Count Csaky, and, 
after the first told the press that their conversation was frank and 
cordial. The ‘‘intimate collaboration’ between the two countries had 
been reaffirmed, “as well as complete understanding on all points 
connected with the defence of order and peace in Europe’. 

The News Agency announced that 82,542 people of German origin 
living in the South Tyrol had voted to remain in Italy. 

jan. 7.—A further conversation took place between the Foreign 
Minister and Count Csaky, and a communiqué stated that they had an 
exchange of views on the general European situation and “‘were able 
to ascertain once again with satisfaction that the foundations on which 
the friendship and close co-operation of the two countries rest are 
solid and firm, and that a perfect identity of views exists between the 
two Governments on all the problems’’. 

The Stampa, whose political correspondent went to Venice with 
Count Ciano, stated that “‘it is not convenient in present circumstances 
to raise certain questions which remain unsolved in the Balkans’. 
(A reference to relations between Hungary and Rumania.) 

Signor Gayda, in his paper said, “In other times, when Hungary 
suffered from internal difficulties and was almost enclosed by a ring 
of hostile Powers this part of Europe would have been the cause of 
serious anxiety, but to-day the Magyar nation may consider the 
situation without any uneasiness because she knows that she may rely 
on the ree ory of Italy. . 

Jan. 8.—The Giornale @’ Italia, referring to the storm raised in the 
press by the resignation of Mr. Hore-Belisha saw in “‘the vociferous 
attitude’ of many English and French papers ‘‘a phenomenon worthy 
of attention, forming part of the series which stand revealed in the 
background of this new European war”’ 

It declared that Mr. Chamberlain’s decision had been inspired not in 
London, but by his visit to the front. Mr. Hore-Belisha was bound to 
be suspected, rightly or wrongly, of favouring, through the war, the 
interests of Israel. Hence the troops evidently must have thought 
that their Minister of War was conducting the conflict in a personal 
fashion which “took more account of Jewish rancour against Nazi 
Germany than of national interests’. 

It was generally believed in Rome that Count Ciano had succeeded 
in persuading Hungary not to press her Transylvanian claims too far, 
in return for a promise that these claims and “all the problems’ 
deriving from the ‘‘unjust treaties’ of 1919 should be brought forward 
at the end of the war. (There was no official announcement of the 
results of the Venice conversations.) 

A Turkish trade delegation arrived in Rome. 

Count Csaky left Italy for Budapest. 


JAPAN 

Dec. 26.—Parliament was opened by the Emperor, who expressed 
gratification at the improvement in foreign relations and hopes for an 
early stabilization of the situation in East Asia. 

A meeting attended by a majority of the Deputies decided to sink 
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party differences in criticizing the Government, and passed a resolution 
inviting the Cabinet to “take the proper steps regarding resignation’. 

A naval communiqué issued in Tokyo stated that the Navy was plac- 
ing Chinese waters under a system of four control zones, and that the 
whole coast, extending 2,850 miles, was now blockaded. 

Dec. 27.—The Premier received 16 Back-benchers representing the 
meeting of Deputies, who told him that the Government was ignorant 
of the conditions prevailing in the country, and that the people had no 
confidence in the Cabinet. “They considered that the Cabinet would 
promote the interest of the State by resigning.” 

Dec. 28.—The Premier informed the press that the Cabinet had 
decided to meet Parliament and continue their efforts to settle the 
China affair and adjust the relations with foreign Powers. The present 
Cabinet were not responsible for any inconveniences the people were 
suffering. 

He also stated that the Government were not at present considering 
a non-aggression agreement with Russia. The question was being 
examined, but belonged to the future. Negotiations for a trade agree- 
ment would, however, open in January. 

Dec. 29.—Protest of U.S. Chamber of Commerce in Shanghai against 
Japanese restrictions on trade. (See Sino-Japanese War. Foreign 
Interests.) 

Dec. 31.—The Foreign Office announced that the Kamschatka 
fisheries question had been settled, as also the Soviet claim for the final 
payment for the sale of the Chinese Eastern Rly. The Soviet Govern- 
ment has agreed to renew for a year the modus vivendi over the fisheries, 
and to begin negotiations for a new treaty. 

The Japanese Government had exercised their good offices over the 
railway debt, and the Soviet Government had agreed to accept two- 
thirds of the payment in goods. 

Jan. 1, 1940.—The note issue of the Bank of Japan reached the 
record total of 3,817,752,000 yen, an increase of nearly 354 million over 
the figure for 12 months previously. 

The Minister of War, in a New Year’s message, expressed gratitude 
to the 70,000 Japanese who had been killed in the “China affair’. 

Jan. 3.—The Foreign Office announced that the Government's 
efforts to settle the disputes with Russia had made marked progress. 
Moscow had accepted their draft agreements for a complete demarca- 
tion of the border between Manchukuo and Outer Mongolia and the 
establishment of mixed commissions, to deal with disputes on all 
frontiers where Russia and Japan were in contact. 

It was understood, from the terms of this announcement, that Japan 
recognized the Soviet’s predominant interests in Outer Mongolia, as the 
Union recognized Japan’s position in Manchukuo. 

Jan. 4.—Representatives of the Army in China arrived in Tokyo to 
discuss with the War Minister the terms of the basic agreement reached 
at Shanghai on Dec. 31 between the Japanese leaders in China and 
Wang Ching-wei re the establishment of a new Government. 

Jan. 5.—An official communiqué stated that agreement had been 
reached, and the decision would be referred to the China Affairs Board. 

Nichi Nichi stated that the terms agreed on were “‘in harmony with 
the true objectives of Japan’s China policy and China’s independence’’. 
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Jan. 6.—The China Affairs Board approved the basic terms reached 
by the Army in China and Wang Ching-wei re the establishment of a 
new Central Government with which Japan would discuss peace. 

Jan. 8.—The Cabinet approved the conditions for the establishment 
of a new Central Government in China, and issued a statement declaring 
that, as Wang Ching-wei’s aims were “generally consonant with the 
Japanese Government’s manifested intentions, the Japanese Empire 
will direct all possible efforts to help in the formation and expansion 
of the proposed new Chinese Government”’. 

It cited the Government’s statement of Nov. 3, 1938, and Prince 
Konoe’s statement of Dec. 22, 1938, as defining Japan’s “ultimate 
objectives”. 


KENYA 

Dec. 28.—It was officially announced that virtually all military 
expenditure during the war throughout East Africa would be met by 
the War Office in London, which had assumed complete financial 
responsibility as from Sept. 1, 1939. 

The East African Governments would contribute their peace-time 
military expenditure, plus 25 per cent, annually. 


LEAGUE OF NATIONS 

Dec. 27.—The Secretary-Gen al received replies from Colombia, 
Dominica, I iberia, and Uruguay supporting the resolution regarding 
help for Finland. 


MALAYA 


Jan. 1, 1940.—The Governor, in a broadcast on Malaya and the war, 
stated that since it began they had exported 28,000 tons of tin and 
63,000 tons of rubber. 


MEXICO 

Dec. 28.—Three special envoys from the German Government 
arrived in Mexico City, for whom the German Legation asked for 
diplomatic immunity. 

Jan. 1, 1940.—The President, in a New Year’s message, said that ex- 
ports of petroleum, which averaged 6 million barrels for the first 8 
months of 1939, had dropped to an average of 4 million after the out- 
break of war and the cancellation of the exports to Germany. 

He announced that Mexico was not entering into further discussions 
with the oil companies who were seeking participation in the manage- 
ment of the industry, and denied reports from Washington that 
negotiations were due to open. 


THE NETHERLANDS 

Dec. 28.—The Minister of Justice, in a written reply to a Parliament- 
ary question, stated that there was no evidence cf the British Intelli- 
gence Service having established a headquarters for Western Europe 
at The Hague. 

Dec. 29.—A decree was issued rendering liable to service of a character 
to assist the military authorities all men between 18 and 60 who were 
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capable of the work. This was in four categories: repairing roads, 
bridges, etc., damaged by military transport or war operations; working 
on fortifications; erecting or removing barriers and obstacles; and con- 
structing water-courses, reinforcing river and canal banks, etc. 

Jan. 1, 1940.—The Prime Minister, in a New Year broadcast, said 
they were entering a period of extreme danger. They had “‘to consider 
this fact, that there is one great Power in Europe which believes that she 
has a mission to bring about world revolution, and which at the same 
time is trying to realize the political aspirations of the Tsarist Empire. 
There can be no better occasion for this Power than a disabled and 
moribund Europe”’. 

Financial and economic exhaustion would certainly affect most 
seriously even those countries that might have the privilege of remain- 
ing neutral. Those countries were already suffering badly; weakened by 
the previous War, they ran the risk of being completely attenuated after 
this one. 

Jan. 2.—The Nieuwe Rotterdamsche Courant, referring to Hitler’s 
New Year message to the Nazi Party, said he spoke of ‘‘a new Europe 
which can only be built up by the young and productive nations, mean- 
ing Germany and Italy and perhaps his new Russian friends. A peace 
like this would mean the division of Europe into spheres of interest, in 
which the Great Powers would tell the others how they must behave. 
It is to be doubted whether such a war aim will find much response 
among the neutral States of Europe”’. 

Jan. 3.—The Prime Minister, broadcasting to the nation, said they 
knew that the darkness which lay upon the world might become un- 
bearable, but at the same time they clung to every sign which might 
give rise to hope. Experience taught that the hope of those fighting 
that their victory would bring about a better future was not always 
realized; war left ruin in the spirit, and a true peace could only be the 
fruit of good will and understanding. 

It was not too late yet. “Let us take our places’’, he said, ‘‘at a con- 
ference-table before the worst has happened. Picture the spectacle of 
two powerful adversaries wrestling with each other on a narrow path 
on the brink of a precipice! .. . This is the picture which I see when I 
think of what is threatened if the war is continued to the bitter end. 
We are glad therefore that many voices are rising in Europe and in 
America which cry out for reason. We may suppose that these voices 
are also finding a response in the belligerent countries, although there 
it cannot be admitted at an early stage for fear of arousing the suspicion 
of weakness.” 

Jan. 6.—An official announcement stated that for some time tenden- 
cious news had been circulating in the foreign press, creating doubts 
regarding the firm resolution of the country to resist by every means at 
its disposal any foreign attack. In order to remove all misunderstanding 
it could be stated again that the integrity of the Netherlands was not a 
matter on which there could be negotiations. ‘‘Any attack on this 
territory will meet with the most obstinate armed resistance, no matter 
from what quarter the attack comes.” 

It was stated in authoritative quarters that Holland did not dream of 
tolerating any interference by third parties as to whether it was desir- 
able for her to remain a member of the League. 
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NEW ZEALAND 

Dec. 28.—Speaking in Wellington the acting Prime Minister said that 
such a stand as was now being made by Great Britain had probably 
never been taken before in the history of the world. No people had ever 
risen to greater moral and spiritual heights. Determination and selj- 
sacrifice were predominant everywhere, and nowhere more conspicuous 
than in the danger zone. It was the duty of New Zealanders to unite in 
the great material effort to free the world. 


NORWAY 

Jan. 5, 1940.—The first contingent of volunteers left for Finland. The 
Norwegian fund for Finland reached a total of 4 million kroner, and 
large supplies of food and clothing were stated to have been sent 
already. 


PALESTINE 

Jan. 3,1940.—The High Commissioner, speaking in Jerusalem, said the 
prime essential for the New Year was to provide more opportunity for 
the poor man to earn money by work. After 3} years of disturbances, 
and now the outbreak of war, the problem was the provision of money. 

The British Government were bearing the cost not only of the British 
garrison, but of abnormal security expenses. He had reported to them 
that the Palestine Government could free well over £P750,000 towards 
the relief of distress, and had urged that it was Palestine’s duty to do so. 
The British Government’s reply had been prompt and generous. 

£20,000 would be given, in four monthly instalments, to the Vaad 
Leumi, for direct Jewish relief, and £5,000 granted to Jaffa for direct 
Arab relief. Loans of £25,000 to Tel Aviv and of £10,000 to Jaffa would 
be granted for road works. 

In the coming financial year free grants for relief would be distributed 
as follows: £50,000 each to the Arabs and to the Vaad Leumi; £30,000 
for minor village works and roads in the Arab areas; £50,000 for small 
municipalities and local councils for public works providing relief; and 
£5,000 for charitable institutions. 

In addition the following loans, repayable in 5 years, would be granted 
for essential municipal works: £75,000 to Tel Aviv Municipality; 
£50,000 to Jerusalem; £30,000 to Jaffa; and £30,000 for other munici- 
palities in the larger towns and for local councils. 

It was essential that the existing indebtedness of Tel Aviv Munici- 
pality should be liquidated, and £P150,000 would be lent to it, provided 
the Municipality accepted certain conditions. Other grants, up to 
£75,000 in all, would be made to other municipalities for necessary 
works, provision would be made for a further £30,000 for seed loans, if 
necessary, and £151,000 for the building of Government offices in 
Jerusalem. 

Jan. 7.—Some 520 Jews were detained on board vessels which were 
brought into Haifa when attempting to enter the country without 
permission. 


POLAND 
Dec. 28.—The Government Information Bureau issued particulars of 
the German plans for the resettlement of the country. These showed 


5° 





id that 
obably 
ud ever 
id self. 
icuoUs 
nite in 


1. The 
r, and 
1 sent 


id the 
ty for 
ances, 
oney. 
sritish 
them 
wards 
do so. 


Vaad 
lirect 
vould 


uted 
),000 
smal] 
and 


nted 
lity; 
nici- 


nici- 
ided 
> to 
sary 
s, if 
5 in 


vere 
out 


that all Poles were being expelled from the provinces incorporated in the 
Reich, i.e. Pomorze, Poznan, Silesia, Kalisz, Konin, Lodz, Wlodzimierz, 
Aecharow, and Suwalki. 

Nearly 20 million Poles were to be concentrated in an area the size of 
Latvia, which normally supported a population of only 2 million. 

At Kalisz, a town of 70,000 inhabitants, the whole Town Council 
had been deposed and an entirely German council appointed, all the 
members of which came from Germany. The German authorities 
announced that the whole population would be deported to make room 
for Germans from the Baltic countries (the population was 80 per cent 
Poles and 20 per cent Jews), and the Gestapo issued an order that Poles 
and Jews had the right to receive only half the food rations to which 
the Germans were entitled. 

Jan. 2, 1940.—Announcement by Embassy in Washington of suspen- 
sion of payments on Polish bonds. (See U.S.A.) 

Over 20,000 Germans from Estonia and Eastern (Russian-occupied) 
Poland arrived at Lodz. 

Reports from Belgian sources stated that some 48,000 Germans from 
Latvia and 12,000 from Estonia were scattered over districts of Poznan 
and Pomorze, where they were meeting with many difficulties. Acts of 
vengeance by Poles were frequent. 

Professional and business men and women from Riga and Tallinn 
were stated to be working on farms, protected by Storm Troops and 
secret police, and to be running military canteens in garrison towns. 

Official announcement of boundary of area recognized by British 
Government as in German occupation. (See Great Britain.) 

Jan. 3.—General Sikorski, addressing the Cabinet, at Angers, said 
“one of the principal reasons for our defeat was unquestionably the 
existing governmental regime, unanimously condemned by the nation. 
The guilty will be judged by history and by the nation”’. 

He accused former Ministers of “irreparable negligence”’ in military 
matters, as well as economically and politically, “at the exact moment 
when our hereditary enemy was premeditating an act of war against 
us which had been coldly and methodically prepared for a long time”’. 

Jan. 8.—Reports, from Berlin, stated that 17 German schools had 
been opened in the Warsaw district, and that a further 25 would be 
established. Rumours were current that this was due to the abandon- 
ment by the German Government of the idea of re-establishing an 
independent Poland with a reduced but purely Polish population. 

The reception camp at Lodz was reported to be now accommodating 
40,000 Germans who had come from the Russian-occupied part of 
Poland. 


RUMANIA 

Dec. 29.—Statistics of oil exports for 1939 showed a total of 4,150,000 
tons, of which 1,200,000 tons went to Germany (including Czecho- 
Slovakia), 650,000 tons to Italy, 500,000 tons to the British Empire, 
and 250,000 tons to France and the Empire. 

Jan. 1, 1940.—The King, replying to New Year messages from his 
Ministers and from the Diplomatic Corps, emphasized Rumania’s 
peaceful intentions. In the coming year the greatest national effort 
would be directed towards perfecting the system of national defence, 
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and their policy would be, in ‘‘a decisive spirit to defend what is ours”’ 
but they were not rearming with an agressive aim. 

Jan. 2.—All navigation ceased on the Rumanian stretch of the 
Danube owing to ice. 

Jan. 6.—King Carol made a speech on the Soviet-Rumanian frontier 
in which he said, ‘‘When I set foot on the soil of Bessarabia I feel that 
I am entering not a country which is attached to Rumania, but a 
country which was, is, and will always remain Rumanian territory. . . . 
The unity of the whole country guarantees that these frontiers will 
never be invaded, and the words addressed to me to-day (by representa- 
tives of the minorities) have proved to me the unshakable unity of the 
nation, which will never allow an enemy to set foot on the sacred soil 
of Rumania.” ° 

The Army should, in its turn, be so fortified that no enemy would 
ever be able to trample on what was sacredly and eternally Rumanian. 

Before his speech the King received delegates of the minorities. 
The German speaker assured him that the Germans were ready to 
sacrifice their lives in the defence of the Throne and the country, and 
both the Russians and Ukrainians also declared they would do their 
duty to Throne and country by defending the independence of the 
State and the integrity of its frontiers. (The German minority in 
Bessarabia numbered some 100,000; the Russians, 400,000; and the 
Ukrainian, 400,000. 


SOUTH AFRICA 

Dec. 31.—The Prime Minister, in a New Year message to the nation, 
emphasized that their whole attitude should be based on the fact that 
the country was at war. The question was no longer whether they were 
rightly at war—the issue was decided and closed, and every patriotic 
South African, whatever his views as to the rights and wrongs of the 
question, and whatever his politics, could now only put the interests and 
well-being of his country first in his thoughts. 

Jan. 5, 1940.—The Government issued two proclamations, the first 
giving a list of enemy firms operating in neutral countries, and the 
second regulating the searching of merchantmen which left enemy ports 
after Dec. 4. 


SPAIN 

Jan. 1, 1940.—General Franco, in a New Year’s address to the nation, 
recalled that the civil war had left a trail of ruin and had destroyed 
spiritual values, but declared that “war, with all its consequences, was 
the only path open to Spain”’. 

He asked his listeners to meditate on how “resurrection” could be 
hastened. For that the fight against enemies, both interior and exterior, 
must continue. The Falange was ready to take the lead in the battle, 
and he had implicit faith in that organization. The decadence of Spain 
in recent years was to be traced to the liberal and Parliamentary 
monarchy; Spain had been great in the past, and a national revolution 
would now be carried out. 

Justice would be done without rancour or hate, but Spain must be 
brought to realize that all riches had to be more equally distributed. 
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“We swear it,”’ he exclaimed, “on the hot blood of the fallen and on the 
catholicity of our cause.” 

He then announced that all State servants would receive salary 
increases of from 10 to 40 per cent, and that national disgraces, such as 
high infantile mortality and bad dwelling conditions, would be remedied. 
As to economic problems generally, he said Spain must reduce imports 
from countries which did not purchase from her, and make every effort 
to achieve self-sufficiency in industry. She possessed ores, and she must 
transform them into machinery and motor cars. One of the things 
which had contributed to their existing financial difficulties was the 
delivery of 48,000 tons of merchant shipping to Russia. 


SWEDEN 

Dec. 26.—It was announced that further classes were to be called 
up immediately “for practice in winter warfare’. The number of 
men involved was 5,000 odd. 

Dec. 27.—Conclusion of agreement with England re war trade. (See 
Great Britain.) 

Dec. 29.—It was announced that the first Swedish Red Cross ambu- 
lance had begun work ‘“‘somewhere in Finland’’, also that 100 doctors, 
100 nurses, 10 veterinary surgeons, and 4 dentists were going to 
Finland under a scheme of the Swedish National Fund for Finland. The 
Fund had reached a total of 6 million krone (£353,000). This help was 
quite separate from the activities of the Red Cross ambulance corps. 

Further detachments of Swedish volunteers left for the Finnish 
fronts, and quantities of equipment such as skis, fur coats, and ruck- 
sacks were being dispatched. 

Attacks on Sweden in the German press. (See Germany.) 

Dec. 30.—The Prime Minister issued a statement declaring that the 
Government did not support the volunteers going to Finland. The 
editor of the Popolo d’Italia arrived in Stockholm and stated that 
2,000 Italian volunteers were shortly leaving for Finland. 

The Government ordered the compulsory declaration of all private 
holdings of gold and foreign securities, and of outstanding liabilities and 
debts abroad. 

Dec. 31.—The Foreign Minister, broadcasting a New Year message, 
said “‘we anticipate the possibility of a threat to all we possess—to our 
life as a free nation—a threat of annihilation”. They had a clear duty to 
defend their intregrity; ‘‘we have the right to keep our land, to live our 
own life, and to rule ourselves in the future as hitherto—an indisputable 
right which cannot be shaken”. He went on: 

“It is true that no one challenges our right to self-determination; but 
over the whole world there lies a shadow, as if all nations were domi- 
nated by a newly discovered and inescapable law, by which the mere 
existence of large nations robs small nations of their right to exist. 
Fortunately Finland is busy awakening the world out of this haunting 
nightmare of soulless political arithmetic. We, for our part, do not 
admit that such political pretensions have anything to do with ‘rights’ ”’ 

Jan. 2, 1940.—The Riksdag passed an Enabling Act, providing for 
the organization of all available workers for defence, including all 
essential tasks, such as communications and supplies. 

Jan. 3.—Official circles in Stockholm denied knowledge of any 
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German warning about aid to Finland, when questioned by the press, 
Jan. 5.—Reports were current that all employees of the Civil Service, 
railways, and postal services known to have Communist sympathies 
were to be dismissed, and it was estimated that this would affect 
25 per cent of the railway and telegraph personnel in northern Sweden. 
(Every movement of Swedish troops or volunteers for Finland had 
been reported to the Russians by spies recently.) 

Allegations that British officers were arranging for landing of troops 
in Swedish ports. (See Germany.) 

The coastal steamer Fenris was shelled and set on fire in the Gulf of 
Bothnia by a submarine believed in Stockholm to be Russian. The 
crew were saved. The Government asked the Soviet Government to 
investigate the matter. 

Jan.6.—General Linder, Volunteer Corps commander, left for Finland. 

Some 90,000 workers in industry raised about a million kronor 
(£60,000) for Finland by working, despite the fact that it was a public 
holiday, and handing over their entire earnings. 


SWITZERLAND 


Dec. 27.—The Federal Government decided to put £5,500 at the 
disposal of the Finnish Red Cross. Collections made for Finland all over 
the country reached a total of about £5,000. 

Dec. 29.—The publication was prohibited of the Basle papers Fretheit 
and Neue Basler Zeitung, and an official statement explained that the 
former was under Soviet influence, while discoveries made at the head- 
quarters of the latter had shown that it was under German influence. 

Jan. 6, 1940.—Final figures of the general mobilization showed that it 
affected 24 per cent of the male population, a much higher proportion 


than had been expected. Including Territorials, frontier guards, and 
auxiliary units, the total was about 650,000 men, of which 480,000 were 
combatants. 

The Federal Council passed a motion providing for preliminary 
training for youths between 16 and 20 to prepare them for military 
service. 


TURKEY 

Dec. 26.—The police raided the Teutonia Club in Istanbul. 

Dec. 27.—An earthquake in eastern and northern Anatolia destroyed 
several towns and caused the death of many thousands of people. 

Jan. 3, 1940.—An economic mission left Istanbul for Rome. 

Jan. 8.—The Yeni Sabah, in an article on M. Menemenjoglu’s forth- 
coming visit to Sofia, said that one of the chief aims of Turkish policy 
was to live on good terms with Bulgaria, and to see her people take 
their place among the satisfied nations. Now that the military measures 
in Thrace had been reduced by mutual agreement facts had demon- 
strated the mutual confidence of the two countries. There were, 
however, clouds which needed to be cleared away, and it was hoped the 
conversations in Sofia would dissipate them. 

It was understood in Istanbul that the ‘‘clouds” were the trend in 
Bulgarian public opinion towards friendship with Russia and Soviet 
propaganda in Sofia against Turkey and the Allies. 
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URUGUAY : 

Dec. 31.—The Government gave the Tacoma 24 hours in which to 
leave Montevideo, after deciding that she was a naval auxiliary vessel, 
since she had acted under the orders of the Graf Spee’s captain at the 
time of the scuttling of the battleship. 

The Tacoma left during the afternoon. The Government received a 
protest from the German Government, on the ground that the rights of 
their ships in a neutral port had not been respected. 

Jan. 1, 1940.—The Government interned the Tacoma, which had 
returned to the harbour and notified the port authorities that she 
would not leave Montevideo to face certain capture. The captain signed 
the internment order without protest. 

Jan. 3.—The British cruiser Ajax arrived in Montevideo, where 
she received visits from the Foreign Minister and Uruguayan officials. 

President Baldomir received Real-Admiral Harwood, and the officers 
and crew were entertained by the Uruguayan Pro-Ally Committee. 

The authorities gave the Ajax 48 hours for provisioning, etc. 


U.S.A. 

Dec. 25.—The American Commander of the Canal Zone rejected a 
protest by the German Consul at Panama and gave clearance to the 
Diisseldorf, which was in charge of a British prize crew and had just 
passed through the Canal. 

Dec. 26.—It was announced that the President had appointed Mr. 
Myrom Taylor as his personal representative to the Vatician, in order, 
as he stated in a letter to the Catholic Archbishop of New York, that 
“our parallel endeavours for peace and the alleviation of suffering may 
be assisted’. 

The people of the United States had come to the realization that time 
and distance no longer existed in the older sense, and they now under- 
stood that that which harmed one segment of humanity harmed all the 
rest. 

“In their hearts,” he said, “men decline to accept for long the law 
of destruction forced upon them by the wielders of brute force... . 
When the time shall come for the establishment of world peace on a 
surer foundation it is of the utmost importance to humanity and 
religion that their common ideals shall have a united expression. 
Common ideals call for parallel action.” 

The letter was dated Dec. 23, and on the same day Mr. Roosevelt 
wrote also to the leaders of the Protestant and Jewish faiths in the 
United States, inviting them to discuss periodically with him the 
problems arising out of the world situation. 

Dec. 27.—-A conference was held between officials of the War Depart- 
ment and the Finnish Military Mission regarding purchases of munitions. 
The arms most urgently required—anti-aircraft, machine guns, anti- 
tank guns, and trench mortars—were stated to be specially needed by 
the Department. 

It was understood that the United States Line had asked the permission 
of the Maritime Commission to sell 8 of its vessels to a Norwegian 
shipping Co. 

Dec. 28.—The Attorney-General announced that a special grand jury 
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would meet in Washington on Jan. 2 to investigate espionage and 
sabotage on both coasts. 

It was officially reported that the German-American Bund had some 
70 local organizations in the United States, with 400,000 members, all of 
whom were U.S. citizens though of German origin. It was alleged that, 
on joining, they all took an oath of “utter loyalty to Adolf Hitler as 
their Fiihrer’’. 

Jan. 2, 1940.—The Polish Embassy announced that, owing to force 
majeure, all interest and sinking fund payments on Polish bonds 
would be suspended until the end of hostilities. 

The State Department issued the text of a “vigorous protest” made 
by the Government against the treatment by the British authorities of 
“‘American mails in American or other neutral ships on the High Seas”, 
and a denial of the right of the British Government to “‘censor mail in 
ships which have involuntarily entered British ports’. 

The Note, which was dated Dec. 22, instanced the cases of seizure by 
the British authorities of mails addressed to neutral countries, and of 
the censoring of sealed letter mail sent from the U.S.A. It pointed out 
that the Hague Convention recognized that postal correspondence of 
neutrals was inviolable on the high seas, and the Government believed 
that the same rule obtained regarding such correspondence in ships 
which had been required by the British authorities to put into a British 
port. 

The Note described as particularly objectionable the taking of mail 
from vessels plying directly between American and neutral European 
ports which, ‘‘through some form of duress’, were induced to call at 
designated British control bases. 

Jan. 3.—President Roosevelt addressed Congress and asked it to 
appropriate immediately $271 ,999,523 to safeguard America’s neutrality 
and strengthen national defence. (For his speech see Special Note.) 

His Address was broadcast in French, German, Italian, Portuguese, 
and Spanish, as well as English. 

an. 4.—Congress received the Presidential message presenting the 
Budget for the year July 1, 1940—June 30, 1941. It showed expendi- 
ture at $8,424 million (£2,106 million) and receipts at $5,548 million. 
There would be a recovery of excess capital funds from Government 
Corporations of $700 million, so that the deficit for the year would be 
$2,176 million. (The deficit for 1939-40 was $3,933 million.) 

The total public debt of the current year was given as $43,222 
million odd, and that at the end of 1940-41 as $44,948 million odd. 

The President’s summary of estimated expenditure was headed by 
an item of $1,800 million “‘to develop and maintain normal defence 
preparations” and the emergency sums needed by the War and Navy 
Departments, the Panama Canal, etc. 

The Navy estimate provided for continuing the construction of 
2 battleships, one aircraft carrier, 2 cruisers, 8 destroyers, 6 submarines, 
and other vessels. 

Other estimated expenditures were: relief programme work, $1,300 
million; agricultural programmes, $900 million; public works and 
investments, $1,100 million; pensions and social assistance, $1,200 
million; interest on public debt, $1,100 million; and interest on 
Government Corporations, $1,000 million. 
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The British Ambassador, addressing the Chicago Council on Foreign 
Relations, said that Germany and Russia, on one side, and the Allies 
and British Dominions, on the other, were now contending, not for 
territory, but for sea power, “‘for that is the real key to victory”. If 
Germany could defeat England, and compel her to surrender her Fleet 
and naval bases Germany would then be on top of the world. Opposi- 
tion to her in Europe would disappear; most of the other nations would 
hasten to get on her band wagon, and she would be able to dictate the 
basis upon which world politics were conducted. 

If Germany’s thrust for sea power failed, she would eventually be 
defeated, and the Democracies would then have the chance of deter- 
mining the kind of world in which they were to live. 

After saying that he believed Germany would attempt an over- 
whelming offensive in the early spring, since “she cannot afford to 
wait’, Lord Lothian dealt with the question of the post-war settlement, 
and mentioned ‘‘one central point’”’ as vitally important. ‘We feel’’, 
he said, ‘‘that the only foundation for a stable and liberal world will be 
the control of the seas on agreed principles by the Democracies. Sea 
power should be in the hands of the Democracies and not of one 
Power’. 

If they faced facts honestly, their present safety rested on the fact 
that Britain controlled the Atlantic and America the Pacific. 

Jan. 5.—It was announced that the Government had warned the 
British Government that they would be held responsible for damages 
resulting from ‘‘losses and injuries” if American ships were forced into 
British control ports. The State Department issued a Note, dated 
Dec. 14, dealing with the matter, which had been handed to the 
British Ambassador. 

This pointed out that American shipping companies were voluntarily 
co-operating with the British authorities and declared, in view of this, 
it was difficult to foresee as a practical matter any occasion necessi- 
tating the entry of U.S. vessels into belligerent ports. If, despite 
these considerations, the British authorities should feel it necessary to 
compel an American vessel to enter a combat area or any of those 
belligerent ports which, by the Neutrality Law, they were prohibited 
from entering, the U.S. Government would feel it necessary to examine 
carefully all the facts of the case and take such action as appeared 
necessary or expedient. 

(The U.S. steamer Moormacsun had been taken into Kirkwall on 
Jan. 3, on her way to Bergen and other ports north of it. Of her cargo, 
of nearly 400 items only 100 were covered by navicerts. Kirkwall was 
within the war area in which U.S. ships were forbidden to sail, and 
Bergen was outside it.) 

Jan. 7.—The State Department announced the establishment of 
diplomatic relations with Australia. 

Jan, 8.—The Chief of Naval Operations, appearing before the Naval 
Committee of the House of Representatives, urged Congress to approve 
an increase in the Fleet costing $1,300 million, because the situation 
presented ‘“‘the threat of a world conflagration’’. 

The reply of the Government to the League’s inquiry regarding 
help to be given to Finland was transmitted to the Secretary- 
General. It stated that it had, from the outbreak of hostilities, given 
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tangible indication of its sympathy for the people and Government oj 
Finland; the American Red Cross and private organizations had already 
given medical, financial, and other help; and these organizations wer 
now consulting with Finnish agencies regarding the most effective 
manner in which such aid might be continued and expanded. 

“This assistance’, it concluded, “is no doubt reflected in the reports 
of its needs which the Finnish Government is understood to be sub. 
mitting to the Secretariat, and my Government considers that direct 
consultations undertaken by it and by the American Red Cross an 
private agencies with the Government of Finland will adequately meet 
the necessity for avoiding the confusion of effort.”’ 

The State Department appointed a Committee to study economic 
problems created by the war and means for a readjustment when peace 
returned. The chairman was Mr. Sumner Welles. 


U.S.S.R. 


Dec. 26.—Stalin’s reply to Ribbentrop, who had sent birthday con. 
gratulations, was published. It stated that “the friendship of the 
peoples of Germany and the Soviet Union, cemented by blood, has every 
reason to be lasting and firm”’. 

A message was also received from General Chiang Kai-shek, who 
referred to ‘‘the bitter enemy” against whom China was struggling 
and Stalin’s sympathy with ‘‘our war of resistance’. Stalin replied 
wishing the Generalissimo victory over the enemies of China. 

It was learnt in Moscow that on Oct. 28 the Council of People’s Com- 
missars had relieved M. Astakhoff of his post as Counsellor at the En- 
bassy in Berlin. 

A message marking Stalin’s birthday from Potemkin and the staff oi 
the Foreign Office was published, reading, “At a time when hali 
humanity is involved in imperialist war the policy of the Soviet Union 
inspired by Stalin, defeats all the attempts of imperialists to involve 
our country in bloody slaughter, and secures our country prolonged 
peace for creative labour and for the further development of Socialist 
culture’. 

Reports were in circulation in Moscow giving the Red Army casualties 
as 25 to 30 thousand dead, and 30 to 40 thousand wounded, sick 
captured, or deserted. 

Stalin’s reply to a birthday telegram from Kuusinen was published. 
It read, ‘I wish the Finnish people and the People’s Government oi 
Finland an early and complete success over the oppressors of the Finnis! 
people, over the gang of Mannerheim-Tanner’’. 

Dec. 27.—The elections to the local Soviets resulted in 98.99 per cent 
of the votes polled being given to the official candidates of the “‘dlo: 
Communists and Non-Party People’. The percentage of the electorati 
voting was 99.81. 

Dec. 28.—The Press Bureau of the Foreign Ministry announced that 
the censorship of press messages from Moscow would be imposed the 
following morning. (It had only been removed in May 1939, after 
being in force for over 20 years.) 

A message to Stalin from 5,705 men of the “Finnish People’s Army 
at Terijoki was published. This declared that the growth of the 
strength of the Soviet Union had revived the hopes of the oppressed 
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workers in Finland, and their hopes had been brilliantly justified by the 
sending of the Red Army to their succour by Stalin. This had won for 
Stalin ‘‘the warm adoration of the Finnish people’’. 

Dec. 31.—Japanese announcements ve fisheries dispute and the pay- 
ment of the final instalment on the Chinese Eastern Rly. (See Japan.) 

The Red Fleet, referring to the River Plate engagement, stated that: 
“Nobody would dare to say that the loss of a German battleship is a 
brilliant victory for the British Fleet. This is rather a demonstration, 
unprecedented in history, of the impotence of the British. Upon the 
morning of Dec. 13 the battleship started an artillery duel with the 
Exeter, and within a few minutes obliged the cruiser to withdraw from 
the action. According to the latest information the Exeter sank near 
the Argentine coast, en route for the Falkland Islands.” 

Jan. 2, 1940.—The British Ambassador left Moscow for England on 
a holiday. 

Jan. 4.—A Japanese trade delegation arrived in Moscow. 

The Leningrad City Council, in a message to the soldiers of the 
Leningrad district and sailors of the Baltic Fleet, said, ‘““We do not 
doubt that you, destroying all the obstacles in the way, will go forward 
to ultimate victory, crushing to ashes the low White Guard Finnish 
reptiles’. 

it went on to restate the aims for which the Red Army was fighting; 
i.e. the defence of Leningrad, and the destruction of ‘‘a dangerous 
hotbed of war’. On the Finnish field two forces, two policies met, 
one the policy of the Soviet Union, designed to check the provocateurs 
of the Imperialist war, and the other the “policy of the most reactionary 
circles of international Imperialism, which is designed to fan the 
flames of war for the destruction of millions of people’’. 

Further, in its capacity as “the Army of proletarian internation- 
alism”’ the Red Army was emancipating the Finnish people from “‘its 
bloodthirsty executioners, Mannerhein, Tanner, and their gang”’. 

Jan. 5.—M. Molotoff received the Japanese trade delegation. 

Jan. 7.—The Red Star declared that ‘“‘Anglo-French pressure on the 
Scandinavian countries is worthy of careful attention. The so-called 
‘aid’ to Finland in reality screens plans for involving the Scandinavian 
countries in a war on the side of the Anglo-French imperialist bloc. 
By thus urging Sweden and Norway to help the Finnish Whites, Anglo- 
French warmongers aim mainly at submitting to their full control the 
whole Scandinavian peninsula.”’ 

The Moscow radio warned Norway not to allow herself to be used as 
a tool in the hands of England and France by assisting Finland or 
allowing war material to pass over Norwegian territory. 

It was understood that the Foreign Commissariat had promised to 
investigate the circumstances of the sinking of the Swedish steamer 
Fenris, in response to the request of the Swedish Government. 

Jan. 8.—Pravda, writing on the 20th anniversary of the Bolshevist 
capture of Rostov, said that during all the 20 years since the defeat 
of Denikin, British and French Imperialists had not abandoned their 
evil intentions, continuing to nurse the hope of undermining the power 
of the Fatherland. These war incendiaries had unleashed their 
faithful hounds, the Mannerheims and Tanners, oppressors of the 
Finnish working people. 
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The paper warned the Soviet’s enemies that much had changed since 
the civil war; the Red Army, in personnel and armament and by 
virtue of its training, had become a gigantic force which had “proved 
its strength and invincibility” in battles in Mongolia, in the Ukraine, 
and in White Russia. 

It was stated in Moscow that a trade agreement with China had been 
concluded and ratified by both parties. 


VATICAN CITY 


Dec. 27.—It was learnt that the Pope had sent a large sum of money 
to assist the Finnish Catholics who were suffering through the war. 


YUGOSLAVIA 

Dec. 26.—It was announced that an agreement had been concluded 
with the French trade delegation in Belgrade permitting payment to 
French bondholders with goods, and considerably expanding mutual 
trade. 
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